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HE need for telephone service is as great in the country as 


in the city or village, perhaps even greater, because of 
the relative isolation of farm homes. Yet less than two-fifths 
of our country homes have telephones. 

This bulletin aims to make available information that will 
assist in the extension of telephone service to rural districts 
now without it and in the improvement of existing rural service 
where improvement is needed. It deals with the general 
problems of organization, financing, and operation of rural 
telephone systems, touching only incidentally upon the tech- 


nical and engineering problems of the subject. 
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There are 13,500,000 telephones in the United States, 2,500,000 
of which are on farms. Figures of the 1920 Census of Agriculture 
show that 38.9 per cent of all farms, or approximately two farms out 
of five, have telephones. This ratio varies greatly according to 
locality. In lowa, for instance, 5 farms in every 6 have telephones, 
while in South Carolina only 1 farm in 18 is so equipped. (Fig. 1.) 

The problem of those who want telephone service will differ ac- 
cording to the relative development of the telephone business in their 
localities. Thus in the Corn Belt, as the accompanying map (fig. 1) 
shows, there is little need for the formation of new companies. In 
this section the country is already well covered. The farmers still 
without telephones will want to know how they may best connect 
with existing systems, and the chief concern of those who are man- 
aging established companies will be that of improvement rather than 
material extension. fa the South Atlantic Division and in some of 
the Mountain States, on the other hand, very little has been done 
toward establishing rural service. 

In the South, lack of telephone service is largely due to the 
nature of land tenure, a large proportion of the farms being operated 
by tenants on short-time contracts. Commercial companies hesitate 
to build lines with the prospect that after the construction is com- 
pleted the subscribers may move and leave the lines idle. For the 
same reason, tenants do not often put in telephones, since they 

‘an not afford to build lines only to leave them. Few Southern land- 
lords have felt enough need of telephone connection with their 
tenants to arouse any great interest on their part in the development 


of rural service. 
3 
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Farmers’ Telephone Companies. 


DEVELOPMENT OF TELEPHONE SYSTEMS IN RURAL DISTRICTS. 


Alexander Graham Bell entered his first patents on the telephone 
in 1875. Since then the development of the industry has been 
remarkable, in regard both to growth and’ improvement in service. 
At first er messages were considered as possible over short 
distances only, and the sending of a message from Boston to New 
York in 1884 was considered a great feat. Now people on the Atlantic 
coast may talk with friends on the Pacific coast, 3,000 miles away. 
By wireless telephone, Paris and New York have been brought 
within speaking distance. : 

From the late seventies, when the first commercial companies 
were organized, until the expiration of the first patents, the extension 
of teleliace lines was confined chiefly to the larger cities. It was 
all the new industry could do to keep up with the ever-increasing 
demand in the business centers, and not until toward the end of the 
century was marked progress made in the establishment of small 
town and rural lines. 

With the expiration of the second Bell patent, in 1894, a fever of 
competition arose among the independent promoters and the numer- 
ous manufacturing concerns that quickly came into existence. The 
fact that the larger cities had already been more or less thoroughly 
equipped made it necessary for the new companies to extend the tele- 
phone business into the unworked territory of the smaller towns and 
rural districts. Although the majority of the companies organized 
at this time were promoted honestly, there were some unscrupulous 
promoters who took advantage of yaa interest, and by poor 
equipment and dishonest methods, delayed rather than promoted 
the extension of rural telephone service in certain districts. 

Stimulated by the competition from new companies which were 
everywhere springing up, the city companies also began to extend 
their lines into the country. In spite of these efforts there were still 
a great many sections which were not reached. The only way of 
getting service in such cases was the building of cooperative telephone 
systems which were locally owned and operated. 

During the 10 years following 1896, great waste resulted from the 
building of two or more systems in territory that could support but 
one. Such duplication, often resulting from unfair charges on the 
part of the company first in the field, limited the number of telephone 
connections possible for any subscriber unless he had a telephone in 
each system. ‘This unsatisfactory and often very annoying condition 
was one of the reasons that led to the supervision of telephone com- 

anies by State commissions and by the Interstate Commerce 
Ccshesiactets 

By 1910, 18 States had placed telephone companies under the con- 
trol of State commissions, and during that year the Interstate Com- 
merce Commission was given control over telephone companies doing 
an interstate business. At the present time, telephone companies 
are subject to commission control with regard to rates, service, and 
other matters in all States, except Delaware, lowa, and Texas. In 
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Towa, however, the lines of telephone companies must cross railroads 
in a manner prescribed by the State railroad commission, and in 
Delaware and Texas there are specific sections of the law that regu- 
late the building and operation of telephone lines. Among the bene- 
fits which have resulted from commission supervision or control of 
telephone companies are reasonable rates for service, and a tendency 
toward the elimination of unnecessary duplication.' 

Statistics concerning telephone companies in the United States 
were collected in connection with the censuses of 1880 and 1890, and 
a special census of the telephone industry has been taken every fifth 
year since 1902. The United States totals for the more important 
items have been compiled from the census reports and are presented 
in Table 1. There were 148 telephone systems in 1880, which oper- 
ated 437 public exchanges, averaging 124 telephones each. In 1890, 
there were 53 systems, which operated 1,241 public exchanges, aver- 
aging 188 telephones each. Although there were fewer systems in 
1890 than in 1880 there were more and larger exchanges in operation. 


TaBLE 1.— Number of telephone systems, public exchanges, telephones, and miles of wire 
for different classes of companies— United States totals (census figures). 


Public |, 
* exchanges, | 


Miles of 


Year and class. Systems : 
wire. 


Telephones.| 


Unclassified: 
1880, all companies .. . ct tie RI re 148 37 54,319 | 34, 305 
1890, all companies....... : 53 ‘ 233, 678 240, 412 

Classification, by type of company: 
1902— 

EP. sont red oO bikivet caseaehuawasse kas 9, 136 2, 371, 044 4,900, 451 
SIN ss Sarita ecu o ones ved bed Aan se 44 3, 75 1,317,178 3, 387, 924 
Other commercial companies. ...........----- | 3,113 5, 666 908, 803 1,391, 647 

994 89,316 70,915 
985 55,747 49, 965 
1907— 

All companies | 22,971 6,118,578 | 12,999,369 
Belt coenpanies.........-........ iaaee ethene 175 5, 41 3, 132, 063 8, 947, 266 
Other commercial companies...............- , 726 9, 3 2, 294,910 3,470,776 
ee SP ee eee | 368 2: 125, 956 95, 033 
Farmer or rural companies ! , 702 565, 649 486, 294 

Classification, by income: 
1912- 

TEED PIE oo Sap ke lsc iohincdy cctosuenss . 32, 233 8, 729, 592 
IO ass Karbcuns kiectiorevncganes 176 5, 85 5, 087,027 

Other companies with $5,000 or more . 740 5, 66% 2, 239, 721 

Companies with less than $5,000 317 | 1,402,844 

1917— 
All companies ; 53, 234 21,175 | 11,716,520 s 

Bell companies 145 3,288 | 7,326,858 | 23,133,718 

Other companies with $5,000 or more : 2,055 3,006 | 2,626, 852 4, 164, 308 

Companies with less than $5,000 51, 034 | . 1, 762, 810 1, 529, 162 








1 Smaller companies with no regular exchanges or centrals of their own. 


In the censuses of 1902 and 1907 ym ga companies were classi- 


fied as “commercial,” “mutual,” and “independent farmer” or 
“rural” lines, but in the census of 1912 this classification was changed 
to one based on annual income. The companies having an annual 
income of less than $5,000 in 1912 and 1917 were, of course, not all 
farmer and rural lines, but by comparison with the figures for the two 
preceding periods it would seem that a large percentage of these 
smaller companies were of that class. In view of the fact that there 
are a considerable number of rural telephones on the lines of larger 


1 For a list of these commissions see page 29. 
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city companies, oe rhich no definite information is available 
in the census, it is probable that telephones in rural districts num- 
bered at least 2,000,000 in 1917. 

Although the number of independent telephone companies, includ- 
ing both commercial and mutual lines, has more than doubled since 
1907, the Bell system has grown even more rapidly. In 1907 the 
22,796 companies outside the Bell system owned 48.8 per cent of the 
number of telephones in use, and the Bell companies 51.2 per cent. 
In 1912 the Beil system owned 58.3 per cent, and in 1917, 62.5 per 
cent of all the telephones in use in the United States. Moreover, an 
increasing percentage of independent companies are being connected 
with the Bell lines. These facts indicate a tendency toward coopera- 
tion, as well as consolidation among companies making possible tele- 
phone connection between almost all points in the United States. 
METHODS OF OBTAINING 


TELEPHONE SERVICE. 





The building of independent telephone systems is not desirable 
when there are already established companies in the locality unless 
such companies are unfair in their methods or unreasonable in their 
demands. A needless duplication of systems, is always to be dis- 
couraged, and cooperation with existing companies for the extension 
of their lines and service is greatly to be desired. In most cases a 
local company will meet a group of prospective members or sub- 
scribers halfway on the question of the extension of service. The 
commercial companies usually have a definite program for the exten- 
sion of their service to rural districts. Three principal methods of 
rendering service in rural areas are employed by such companies: 

(1) An extension of the company’s city line to a rural subscriber, 
furnishing him with complete city service. For this the subscriber 
pays regular city rates plus an additional charge based on the distance 
of his telephone from the city limits. To telephone men this charge 
is usually cat as an “extra exchange line mileage charge.”’ 

(2) An extension of a line by the company beyond the city limits, 
in this case to connect a number of subscribers. Since all of these 
subscribers, generally 5 to 16 in number, must share the same line, 
the company offers a rate lower than that generally charged in the 
city proper, although it generally approximates the rate for four- 
yarty line service. Such rural subscribers are said to receive “rural- 
Fine service.”’ 

(3) The construction and maintenance of a company line to or near 
the city limits only. -The telephone instruments and all further con- 
struction and maintenance are provided by individual farmers or by 
associations. This is known as “service-station service.” 

Agreements for service-station service generally require that the 
association or subscriber shall perform the following duties: Construct 
and maintain all pole lines and wires up to a predetermined point; 
provide and maintain the necessary telephone instruments and other 
equipment; pay, in accordance with the rules and regulations of the 
company, the regular rates as established for exchange and toll serv- 
ice; gnarantee payment at the established rate for not less than a 
given average number of telephones for each line or for each mile of 
line; limit the number of telephones on any one line to a maximum 
number prescribed by the telephone company; pay its proportion of 
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the taxes and assessments of every kind and assume liability for all 
damages which may result from its line or the use thereof. 

The company, on the other hand, agrees to perform the following 
duties: Provide and maintain a line connecting the service-station 
line to its central office; furnish to service-station patrons the same 
service given other subscribers;? assist the service-station subscriber 
or association with reasonable engineering advice and supervision in 
the building and maintenance of its lines; where facilities exist, lease 
circuits and attachment space on its pole lines at regular rates; list 
service-station subscribers in its iol. directories and furnish ‘such 
subscribers with copies of each issue of the directory. 

As a rule, the telephone company will not connect with service- 
station lines which, in its opinion, are not capable of giving good 
service. 

The charge for extra exchange line mileage averages about 25 cents 
per station per quarter mile per month in addition to the regular city 
rates. Rural line residence rates for a large class of commercial com- 
panies vary from $1 to $3 per month, the average being about $2. 
Service-station residence rates are much lower, inasmuch as the only 
expense assumed by the company is that of switching and of main- 
taining a relatively short line. With few exceptions, the rates under 
this plan vary from 25 to 75 cents per month per telephone, the aver- 
age charge being about 50 cents per month. 

It occasionally happens that a local independent company fur- 
nishes free switching service to a small organization that maintains 
no switchboard. The explanation of this seems to be that access to 
the telephones of the local company or association receiving the free 
service 1s considered of eaateial rales to the switching company and 
to its subscribers. The methods of mutual and independent com- 
panies as a rule, however, are similar to those of commercial com- 
panies. In most cases they make a fixed charge for each telephone 
receiving exchange service, and in some a flat yearly charge is made 
covering switching done for all the members of an association. 

Contracts regarding exchange of service between two companies 
when each maintains its own switchboard are of a different nature. 
(See p. 23.) 


ORGANIZATION OF A RURAL TELEPHONE COMPANY. 


If no satisfactory rural line service is available in a given locality, 
the only means of securing telephone service for a group of individuals 
is through the organization of a local company. The United States 
Department of Agriculture recently made a study of more than 450 
companies of this type, and the following suggestions as to organiza- 
tion and operation are based on the experience of these existing 
systems. 

A company may be organized either as a local unit for obtaining 
service-station service from some larger local company or as an 
independent operating company which maintains its own switch- 
board. In the former case care must be taken to comply with the 
rules of the company from which it is proposed to secure switching 


2 When service-station telephones are connected with toll stations local service is usually restricted to 
communication with the toll station and to other service stations connected with the toll station, and 
toll rates to all other points are the same as those applying from the toll stations. 
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service, while in the latter the organizers are freer to work out their 
own ideas. 

As the first step toward organizing a company it is necessary to get 
the cooperation of a number of leaders in the community. Before 
anything is done to arouse general interest in the undertaking this 
group should determine the kind of organization to be formed and the 
general type of system which is best suited to local conditions. They 
should also make at least a preliminary estimate of the cost and be 
ready to suggest plans for raising funds. 


KINDS OF TELEPHONE ORGANIZATIONS. 


There are two general types of business organization, the commer- 
cial or profit-seeking company and the mutual or cooperative asso- 
ciation. Both types are found among rural telephone companies. 
The commercial company may be either a private enterprise or a 
stock company, while the mutual association may be either a pure 
mutual or stock mutual. 

The privately owned rural telephone system frequently belongs 
to a single individual who owns a switchboard or central exchange 
and furnishes switching service to a number of local rural lines. In 
other cases, such systems may include the exchanges of several towns. 

The commercial stock company may have few or many stock- 
holders. Where the soukeilae and subscribers are not the same 
individuals, the company is looked upon the same as any other 
public-service corporation by its subscribers and the public. On the 
other hand, if a majority of the subscribers are stockholders, it may 
closely resemble a stock mutual, even in regard to management and 
control. 

The pure mutual organization is operated solely for the convenience 
of its members. All members share in the management, either 
directly or through their representatives, and each bears his prorata 
share of the expenses of the enterprise. As a rule, each member 
owns his telephone and equipment, no fixed charges for service are 
made, and the necessary assessments are reduced to a minimum 
through cooperation, each member keeping in repair his own instru- 
ment and a portion of the line. 

The pure mutual type of company is well adpated to the operation 
of seal country systems consisting of one, or at most of ome a few 
lines, more especially when no switchboard is maintained. If such 
a company consists of more than a single line, switching service is 
usually obtained from a neighboring company. 

The stock mutual differs from the pure mutual type in several re- 
spects. Instead of prorating the costs among its members, the stock 
mutual, as its name implies, issues shares of stock, which are sold to 
those desiring telephone service. Ordinarily, only one share of stock 
is sold to a eae: but this practice is by no means universal. 


Sometimes the voting privilege of members is determined by the 

number of shares of stock held, each share carrying one vote, but more 

commonly each member is allowed only one vote, regardless of stock 

held. The stock mutuals often have subscribers who are not members, 

and in most cases a regular yearly charge is made for service to all 

subscribers, the charge to nonmembers being somewhat higher, as a 
8139°—22-—-2 
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rule, than that to members. Dividends are seldom paid on the stock 
of such companies, the shares being in most cases little more than 
certificates of membership. The shares may not be transferred 
without the approval of the company, and must usually be surrend- 
ered at par upon the withdrawal of a member or the discontinuance 
of the service. In other respects, the stock mutual is not unlike the 
pure mutual, having the cooperative plan of organization and manage- 
ment. 

The private concern and stock company for rural service are usually 
centered in a town of small or medium size, with lines branching out 
into the surrounding country, and the pure mutual is often found 
on short lines in more or less isolated cess, The stock mutual 
seems to be the most common. Out of a group of 252 rural tele- 
phone companies studied, 3 per cent are private concerns, 15 per cent 
stock companies, 27 per cent pure mutuals, and 55 per cent stock 
mutuals. 

INCORPORATION. 


There are many he in favor of incorporation, particularly for 
larger mutuals. Although such action may seem to involve more 


formality than necessary for the simple organization of a local 
association, an incorporated company is governed by specific laws 
which are a direct benefit to the company. The incorporated com- 
pany enjoys certain rights which can not be exercised by the unin- 
corporated company. In some States incorporation gives the com- 
pany the privilege of taking necessary land for right of way and other 
purposes at an on value, by what is known as the right of 


eminent domain, while in other States this right may be obtained upon 
petition to the State commission having supervision over such 
companies. 

Moreover, the members of an incorporated company are protected 
by having a limited liability, while the liability of the members of an 
unincorporated company is unlimited. Of 33 companies in a certain 
locality from which reports on this point were received, 20 were in- 
corporated. All but one of the incorporated and five of the unin- 
corporated companies recommended incorporation. 

Rivansane of incorporation are well iia by the following 
examples. In the case of one company, a pole fell and killed a horse. 
The company was incorporated and its members were liable only to 
the extent of the par value of their stock, the loss being distributed in 

roportion to the shares held by each member. In another case, 

Fallen wires across a road wrecked an automobile and injured the 
occupants. A damage suit was brought. This company was not 
incorporated and a few telephone owners on the line were held for all 
damages. 

On the other hand, incorporation places the company under the 
supervision or control of some State commission or board, and makes 
necessary more careful bookkeeping and the submission of certain 
reports to State officials. 

In the case of a small local company it might not seem advisable 
to incorporate, more especially if the company is not to be operated 
for profit. 

If it is decided to incorporate, the State law should be consulted, 
as the form for the articles of incorporation is usually prescribed by 
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law. Unless the State commission can be relied upon for legal as- 
sistance, it is well to secure the advice of a competent lawyer with 
regard to the requirements. Thus delay and possible financial loss 
may be avoided. 

CONSTITUTION AND BY-LAWS. 


Although mutual organizations which are not conducted for 
profit are seldom required to have a legal charter or to incorporate 
it is wise for all concerned to have a written agreement in the form 
of a constitution and by-laws. Suggested forms for such agreement 
will be found on page 25. Alternate sections, applicable to the pure 
mutual or to the stock mutual type of organization, are given. In 
using this form for a pure aia company, all sections which are 
inclosed in parentheses should be omitted. Thus, Article 1, section 
1, of the by-laws would read: ‘Each member shall pay into the 
treasury of the company a membership fee of $3 for each telephone,” 
etc. For the use of stock mutual organization, all sections printed 
in italics should be omitted and sections in parentheses included. 
In this case the section quoted would read: ‘Each member shall 
buy one share of stock in the company, for each telephone,’ ete. 
If these by-laws seem too elaborate, or if certain sections are not 
required for the purpose of the company, only the sections which 
are applicable need be used. If the members of a short line are 
organized very informally, it is possible that the only rules they will 
require are contained in the article on “Rules for service and the 
use of lines,’ while a somewhat larger organization in which the 
members construct and maintain their own lines might omit the 
parts relating to the board of directors and change the other articles 
to fit their needs. 


TYPES OF RURAL TELEPHONE CONSTRUCTION. 


There are two general types of telephone construction which may 
be used in rural districts, the grounded or one-wire system and the 
metallic or two-wire system. 

For short lines the grounded system may be used to advantage. 
This type of system is cheaper to build than the metallic, since only 
one wire is needed, the ground being used to — the circuit. 


Of the grounded systems for which reports are available, 44 per cent 
state that the grounded lines are satisfactory. There are many con- 
ditions, however, which tend to interfere with good service on 
grounded lines. These lines are frequently subject to buzzing noises 
which can not be eliminated. In very dry weather when there is 
little moisture in the ground, the ringing will be weak and the talk- 
ing faint over a nied line. In very cold weather, also, when the 
earth is frozen, the grounded telephone line will not give good service 
unless the ground connection is well below the frost. Where electric 
light circuits or trolley lines are too near the telephone line, it is 
almost impossible to use a grounded system. 

The metallic system, in which two wires are used to make the 
complete circuit, is free from these —- defects, although when 
near electrical circuits and power lines such systems must also be 
protected from interference by a special arrangement of the two 
wires. A somewhat stronger pole line and twice the length of wire 
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are required, but in other respects the equipment is practically the 
same as for the grounded system. 

In a grounded system the magneto, or local battery type of tele- 
phone, is the only one that can ‘be used. But in a metallic system 
there is a choice between the magneto and the central battery type. 
A variation of the central battery type is found in the automatic 
system, which is discussed on a later page. The magneto type of 
telephone is usually found on rural lines, while the central battery 
system is better for city service where a permanently located exchange 
is maintained. 


PRELIMINARY ESTIMATE OF COST. 


Chief among the causes which have encouraged the organization of 
local rural telephone companies has been the desire to obtain service 
at low cost. While the matter of low cost is highly important if 
telephone service is to be placed within the reach of all, the question 
of efficiency in service must not be overlooked. Poor service is 
unsatisfactory at any price, for telephone service to be of real value 
must be available when it is Gaede. Moreover, actual financial 
loss may result from the purchase of instruments and the building of 
lines which are either defective in themselves or unsuitable for the 
uses to which they are to be put. On the other hand, it is poor 
economy to provide an expensive and complicated system if a 
simpler one which costs less will answer the purpose fully as well. 
In the long run, the most economical system is the one that gives 
satisfactory service with the least demand for repairs and replace- 
ment, rather than the one that has the lowest original cost. 

A study of the original costs of 252 companies, which averaged 
73 members each, shows that the average cost for all these companies 
was $2,110. In other words, the original cost per member was 
about $29. Almost 50 per cent of the companies reporting had an 
original cost per member of $25 or less. In only 12 per cent of the 
companies was the cost $50 or more, while in 2 per cent the cost was 
more than $100 per member. These figures apply to systems con- 
structed before war-time prices went into effect, and the average 
cost is doubtless lower than companies can hope for at present in 
spite of the recent decline in prices of materials and equipment. 

The material needed for each mile of line, aside baw poles, is 
given below, together with the approximate cost for each type of 
construction based on price lists issued by a number of manufac- 
turers early in 1922. 


Grounded line, bracket construction: 
30 12-inch oak brackets. 30 40-penny wire nails. 
30 pony glass insulators. f 30 60-penny wire nails. 
165 pounds No. 12 BB galvanized-iron telephone wire. 
Approximate cost, $16.50. 


Metallic line. bracket construction: 
60 12-inch oak brackets. 60 40-penny wire nails. 
60 pony glass insulators. ; 60 60-penny wire nails. 
330 pounds No. 12 BB galvanized iron telephone wire. 
Approximate cost, $33. 
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Grounded line, six-pin cross-arm construction: 
30 6-pin cross arms. 30 machine bolts. 
180 14-inch locust pins. 60 carriage bolts. 
30 pony glass insulators. 30 lag screws. 
60 cross-arm braces. 
165 pounds No. 12 BB galvanized- 
iron telephone wire. 


30 square washers. 
30 round washers. 


Approximate cost, $53. 


Metallic line, six-pin cross-arm construction: 

30 6-pin cross arms. 30 machine bolts. 

180 14-inch locust pins. 60 carriage bolts. 

60 pony glass insulators. 30 lag screws. 

60 cross-arm braces. 

330 pounds No. 12 BB galvanized- 

iron telephone wire. 

Approximate cost. $68. 


30 square washers. 
30 round washers. 


If there are four subscribers for each mile of line, each member will 
of course have to bear one-fourth of the above-mentioned cost per 
mile. 


The material needed for installing each telephone and the approxi- 
mate cost is as follows: 


2 batteries. 
1 lightning arrester. 


4 porcelain knobs. 
4 
15 feet single wire. 2 
9 
l 


I 
3-inch iron screws. 
8-inch porcelain tubes. 
}-inch insulated staples. 


g 
20 feet paired wire. I 
6-foot iron ground rod. 


6 2-inch screws. 
1 bridging wall telephone, 5-bar, 1.600-ohm. 
Approximate cost, $19. 


4- 


These figures indicate that the cost per member, exclusive of the 
cost of poles and switchboard, where Suchet construction is used, 
will be about $23 on a grounded line and $27 on a metallic line. In 
case of cross-arm construction it will be about $32 for members on 
grounded lines and $36 for those using metallic circuits. 

Those rural companies which plan to operate switchboards will 
find the approximate cost of boards of various sizes in the following 
list : 


Seceemie SUMMON NE BONN os oe oe So ote cnccsin a pa F 8 wee eee tae” 
10 to 15 drop wall board, about 100 
30 drop wall board, about 250 
40 drop wall board, about 350 
50 drop cabinet board, about 400 
75 drop cabinet board, about 500 
100 drop cabinet board, about 600 
150 drop cabinet board, about . 800 
200 drop cabinet board. about 


To the above costs per member comprising one-fourth of the cost 
of a mile of line plus the cost of installing a local telephone plus the 
cost of a part of the switchboard, if there be one, must be added 
the cost of the poles, unless these can be furnished by members 
without cash outlay. For a well-constructed line 30 substantial 

oles per mile are needed. A grounded line with a single wire may. 
oweirens be constructed with fewer poles if it is certain that addi- 
tional wires will not be needed. While smaller poles are often used 
by farmers’ mutual companies, experts recommend a pole 6 inches 
in diameter at the top and about 25 feet in length. Where such 
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poles have to be bought from a distant market the cost per member 
is likely to equal or exceed the cost per member for all the other 
material. 

In selecting poles even greater care should be used than in selecting 
timber for humane fence posts. Short lived or weak poles repre- 
sent false economy, because the cost of replacing them almost in- 
variably more than offsets the original saving in cost. In addition 
to this, there is the danger of damage to property or persons. 

The above estimates are based on the assumption that there will 
be only one circuit on the poles. When the same pole line is to carry 
more than one circuit the cost of the additional equipment must 
be added. Moreover, no allowance has been made fet the cost of 
labor, on the assumption that in the majority of cases the members 
themselves construct the line. 

Mutual companies sometimes require each member to build a 
certain portion of the line and to buy and connect his telephone. 
This method is not a real financial saving, as is that of furnishing 
poles and labor, for each individual is obliged to pay out a certain 
amount of cash to fulfill his obligation to the company. It will be 
found more economical to have all matters pertaining to the purchase 
of equipment handled by one individual or by a purchasing com- 
mittee. Through the purchase of larger quantities a better price 
may be obtained from the manufacturer. Furthermore, the ad- 
vantage of securing equipment of uniform quality is of considerable 
importance, since it is generally admitted that a system gives better 
service if all the instruments are of the same kind. Of the mutual 
lines of which the Department of Agriculture has record only 10 per 
cent had a portion of the lines constructed by each member, while 
90 per cent collected the cost of the equipment in cash and built 
the line as a company enterprise. 

Before attempting to make an exact estimate of the cost of a 

roposed telephone system it would be advisable to get the cata- 
Larace of a number of manufacturers of telephone equipment and 
supplies, a list of whom may be secured by writing to the Department 
of Agriculture at Washington, D.C. After a careful comparison of 
equipment of the type decided —~ offered by the several companies, 
a letter setting forth the details of the proposed system should be 
addressed to the company selected. Care should be taken to present 
all points which would in any way affect the system, such as the 
general lay of the land, nature of the soil, distances to be covered, 
presence of electrical circuits, probable number of subscribers, and 
the greatest extension of the system that may be hoped for in the 
future. If suitable poles can be obtained locally this should also be 
mentioned. Manufacturers are glad to give prospective customers 
the benefit of advice from their expert engineers in making estimates 
of requirements and cost. 


METHODS OF RAISING FUNDS. 


There are four general methods of raising funds for the construction 
of a telephone system, namely, by sale of stock, by voluntary sub- 
scription, by fixed or pro rata assessment, or by borrowing. In com- 
panies where the ownership of stock is made the basis of membership, 
the price of shares is usually fixed at an amount which is expected to 
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insure sufficient funds. In case, however, that not enough shares are 
sold, or the price has been made too low, an additional assessment is 
usually mails against the stock. In some stock mutuals members 
are originally assessed pro rata and the amount so assessed is taken 
as the value of one share of stock. In pure mutual companies funds 
may be raised by voluntary subscription or the members may be 
assessed pro rata for their proportion of the cost. 

Borrowing may be resorted to in the case of any company that finds 
funds available. Sometimes a leading business man or the local bank 
will advance funds for the construction of a telephone system which 
is almost certain to work for the general benefit of business more than 
for that of any one individual. Only about 1 per cent of the com- 
panies reporting, however, resorted to borrowing as a means of 
raising funds for construction. 

Among the stock mutual companies reporting, 81 per cent raised 
funds entirely through the sale of stock, 4 per cent by sale of stock 
and assessment, and 15 per cent by assessment. Among the pure 
mutual companies, 69 per cent raised funds by fixed assessments and 
31 per cent by voluntary subscriptions. The companies that reported 
borrowing money for construction were either private concerns or 
stock companies, and only 6 per cent of the latter used this method, 
the remainder raising funds by the sale of stock. 

As a rule it will be found better to raise the funds among the mem- 
bers. The particular method of deciding each member’s share is not 
of very great importance. The main thing is to raise enough funds in 
a single subscription to insure success for the undertaking. It is 
undoubtedly easier to secure a slightly larger payment in the first 
place than it is to collect additional funds from members who thought 
that they were paying all that would be required in the beginning. 


COMPLETION OF THE ORGANIZATION. 


When all important matters relating to the proposed organization 
have been agreed upon by the leaders in the enterprise, and it is 
desired to interest the whole community, a public meeting should be 
called. At this meeting the best speaker available should present the 
subject. He should have clearly in mind the advantages which such 
a system would bring to the business and social life of the community. 
He should also have approximate figures of the cost of the system, 
and an outline of the form of organization. 

At the close of this meeting a temporary organization should be 
effected by the election of temporary officers and the appointment of 
a membership committee and a committee on constitution and by- 
laws. If the proposition seems to have met with general approval, it 
may be proper to take subscriptions for membership or stock before 
adjournment. Much travel and canvassing can, of course, be saved 
if subscriptions can be secured at this meeting. If, however, little 
interest has been shown, it would probably prove unwise to push 
matters too fast. Many an organization is spoiled by a failure to use 
reasonable tact. 

Assuming that enough subscriptions have not yet been secured, it 
should be the duty of the membership committee to see that the ter- 
ritory is thoroughly canvassed. They may divide the territory 
among themselves and cover it individually, or, if the farms are too 
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widely scattered, they may secure the cooperation of those already 
pledged and have them take up the matter with their friends and 
neighbors. All possible publicity should be given the matter, and 
the period of solicitation under no circumstances should be long 
enough to allow the original interest to die out in the meantime. 
The campaign for members should be as short and as lively as 
possible. 

When enough members have been secured to make the undertak- 
ing a financial success, the first regular meeting of the company 
should be called by the temporary chairman. At this meeting the 
formal organization should be completed through the adoption of 
a constitution and by-laws and the election of directors, after which 
the next step is to proceed with the construction and operation of 
the system. 


COST OF SERVICE. 


The important factors which have been found to affect the cost of 
service on lines for which information is available are the size of the 
system, the extent of its territory, the type of construction, the quality 
of service demanded, and the efficiency of management. 

In the telephone industry, the cost per subscriber increases as the 
number of subscribers in a system increases. As the system becomes 
larger, more complex equipment is needed, increasing the company’s 
investment per subscriber. Furthermore, with an increased number 
of connections more calls per telephone tend to be made. Thus the 
cost of unlimited service in the larger cities becomes almost prohibi- 
tive. In such places the general practice is to allow each subscriber 
a certain number of calls each month with an extra charge for each 
call in excess of that number. 

The average annual service charges of 250 rural companies, as 
presented in Table 2, clearly illustrate the tendency for costs to 
increase with the size of the company. 


TABLE 2.—Average annual charges for service per telephone for different types of com- 
panies, by sizé groups. 


| ‘ | 
All Joint- Stock Pure 
- types of stock mutual | mutual 
Size s ° 
maze groups. com- com- com- com- 
| panies.’ panies. | panies. panies. 


Not operating switchboard | $11.57 $18. 34 | $10. 10 | $9.38 


Operating switchboard: 
Systems of 1 to S0lines....................- a se ee ee | 10.17 13. 71 . 42 
Systems of 51%o 100lines............... Abi tote usccebeaaeoee |} 11.26 14.18 
Systems of 101 to 200 lines. . | 12. 34 15. 87 
Systems of more than 200 lines. ..................--2--0---e] 16, 22 16. 53 


RitepebeNRS OS. ve oe ceccdeens: | 12.64 16. 0 | il. 


1 There were not enough figures for privately owned companies to warrant the making of averages for 
this class. 


Nearly all companies without switchboards have fewer than 50 
lines. A comparison of their cost with the cost of companies of the 
same size operating switchboards appears to indicate that it is cheaper 
for a small company to operate its own switchboard than it is to 
obtain switching service ies another company. It is probable, 





— 


= Ow 


e 


\ 





Farmers’ Telephone Companies. 17 














however, that these averages, particularly in the case of pure mutuals, 
represent current cost of operation only, and do not mabe due allow- 
ance for the expense of installing a switchboard of the required 
capacity. Therefore, although the reported cost of operation for 
companies which maintain their own switchboards is lower, it might 
still prove more costly for some companies to do their own switching 
a” hen all the expenses involved are taken into account. 

For pure mutuals, the annual service charge for telephones is 
relatively low, and unlike that for other companies decreases as the 
size of the company increases. This is due chiefly to the fact that in 
such companies members usually repair the lines and give other 
services to the company without charge. The only items of cost 
considered are those where cash is spent, and usually include merely 
the wages paid the operator and once in a great while the purchase of 
new equi sieaded: Since the one operator required for 50 subscribers 
will usually handle up to 200 with little extra pay, the expense for 
each subscriber is naturally less when the number sharing the expense 
is larger. 

The fact that the hire of the operator is the chief expense for 
mutual companies is clearly shown in Table 3, three-fifths to three- 
fourths of all money collected being spent for this purpose, while in 
the case of other companies less than two-fifths is so used. It may 
also be noted that the proportion of the total service income of pure 


mutuals spent for switching charge increases with the size of the 
company. 






















TaBLE 3.—Percentage of annual charges for service used to pay the cost of switching serv- 
ice for different types of companies, by size groups. 


All Joint | Stock | Pure 
— ™ types of stock | mutual | mutual 
eet ee com- com- | com- com- 


panies. | panies. | panies. | panies. 















Not operating switchboard............... iiege ba ai 2 | 58. 2 


64.2 54.0 | 60.0 

















Systems more than 200 lines... 


Operating switchboard: | 
Systems of 1 to lines...... ; stnedenweeheaies 48.9 43. 8 15.8 | 65.5 
Systems of 51 to 100 lines............. Thddsnelidech ediees | 44.9 | 38. 4 44.6 | 70.6 
Systems of 101 to 200lines. .. : dy dcnaege asparse we 30.5 | 23.0 29. 2 | 75.5 





PR CIE a dino raccacywacrentivandes 














With other than pure mutual companies, on the other hand, 
smaller and smaller percentage of the income from service is used to 
pay switching charges until companies of more than 200 subscribers 
are reached. This means that a larger and larger part of the income 
is spent on the upkeep or improvement of the system, or a greater 
amount is paid out in salaries or dividends. The increase in the 
percentage of income used for operating expenses in companies of 
over 200 lines occurs because a single operator can not conven- 
iently handle the calls on a swite hboard of greater than 200-drop 
capacity, and the employment of additional operators becomes 
hecessary. 

Another factor which may require the spending of a larger per- 
centage of income for repairs as companies increase in size, is that the 
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larger companies are usually the older ones, and on account of their 
age are more in need of repairs and replacement than the companies 
recently organized. 

As would be expected, systems operating over a large territory 
have higher costs of operation and maintenance than systems in 
which all subscribers live within a smaller area. The best measure of 
the area covered by a given system is the number of miles of pole line 
in use (Table 4). 


TaBLe 4.—Annual cost of service per telephone as affected by number of miles of pole lint 
in system. 


(Average for 197 existing companies.) 


Average Average 
Miles of pole line. annual Miles of pole !ine. annual 


DOM NNI 55.2565 022i 5c eosaseaks | $9. 45 || 61 to 80 miles... 
RR SS oo co os ee enaute Ree i ek Re Re Mas 5 5 55 Sogo e seu eteienndceee 
SENS ios viclncindun sda nceactemee ROU CUE B00 BIND. ice cnccccnsees ee 


The two types of telephone construction have already been dis- 
cussed, namely, the metallic, in which the entire circuit is carried by 
wires, and the grounded, in which the return is through the ground. 
Metallic systems, by their very nature, are the more expensive to 
maintain. An average for 200 companies showed a yearly cost of 
$12.27 per telephone for metallic and $11.06 per telephone for 
grounded systems. But with their increased cost, metallic lines 
usually give proportionally better service. One important point 
should be kept in mind in this connection. When kept in repair 
metallic systems are the best, but they must be kept in repair. A 
poor metallic line is worse than a poor grounded line, as the ground 
will give better contact than a poorly-spliced rusty wire. 

Quality of service is difficult to measure. The cost of service for 
existing mutual companies reporting their lines in good condition 
was found to be $11.36 per telephone per year as against $10.46 for 
those reporting lines in poor condition. This plainly shows that 
members of mutual lines must expect to pay a somewhat higher rate 
if they wish to keep their service up to the desired standard. 


PROBLEMS OF OPERATION AND UPKEEP. 


The general operation of a telephone company may be roughly 
divided into three parts: (1) The maintenance of the lines, (2) the 
switching and information service, and (3) the business adminis- 
tration, including bookkeeping and collections. 


MAINTENANCE OF LINES. 


Line maintenance may be handled in one or two ways (or varia- 
tions or combinations of these ways), namely, by the employment of 
a regular lineman or by having repairs ate by the subscriber. A 
majority of mutual companies use the subscriber plan, although 
many of them do not find this method satisfactory. The choice of 
method should depend upon local conditions. 
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Expert repairing undoubtedly keeps a telephone system in better 
condition, not only because work is done more thoroughly, but also 
because a regular lineman can do a great deal in the way of trouble 
prevention. On the other hand, it costs more to employ a regular 
lineman. Companies operating in sparsely settled regions find the 
cost of getting a repair man to the scene of trouble three or four times 
the actual cost of the repair work. Again, in very small companies, 
the share of expense falling on each member makes the cost of hiring 
an expert prohibitive. 

Certain companies avoid some of the difficulties of nonexpert 
repairing by having one subscriber responsible for each line in the 
system. The subscriber who handles the work is usually given a 
reduction in his telephone rent or the free use of his telephone as com- 
pensation. This plan does effect a saving and at the same time cen- 
tralizes ennai although it does not necessarily assure expert 
repairs. In other cases, a member of a mutual company who has 
had telephone-repair experience agrees to report for duty on any line 
when needed, receiving pay by the hour for actual time spent. This 
plan has usually wosed satisfactory, although subscribers inay find 


themselves without service for a few days if their line happens to be 
out of order while the repair man is doing rush work, such as harvest- 
ing. 

rT a. s as . . 

Those mutuals which connect with larger commercial companies 
are often able to get help from the commercial concern when they 
need it, usually being charged the actual cost of the operation plus a 
small percentage for supervision. Minor repairs are then made by 


the subscribers. 
In general, expert work has been found preferable where its cost 
has not been too great. 


LOCATION OF SWITCHBOARD. 


Rural line switchboards may be found in private homes, stores, 
rented offices, or in separate buildings owned or rented by the com- 
panies. 

Private home installation is confined almost exclusively to the 
smaller companies which can not afford to rent or build separate 
offices. The owner of the house is paid a small rent and some member 
of his family is usually made operator, and paid for this service. The 
advantages of such a system are evident. The rent for switchboard 
space is usually small, in many cases amounting only to a rebate of 
telephone rent to the house owner. Operator hire is also low, since 
the women of the house can do their regular housework and at the 
same time make the switching connections. Moreover, in case of 
emergency a night call will always receive attention. 

Occasionally the switchboard is placed in a member’s store instead 
of a private home. Some one must be on duty all day in astore and 
the switchboard can be looked after without requiring a special 
operator. Night calls, on the other hand, can not receive attention if 
the switchboard is in a store, unless special arrangement is made. 

fither of the above plans is more suitable to a small system than 
to one so large that calls are so numerous as to require the hiring of a 
regular operator. When an operator is required on full time most 
companies will do well to rent a separate room or building. Many 
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good reasons for this have been reported. Where the board is kept 
in the operator’s home, a change of operators makes it necessary to 
move the board with all of its connections. The directors are als: 
better able to control and regulate the operation of the switchboard 
in the company’s own offices than they are when it is in the home of 
the operator. In a separate office the matter of night calls is not so 
easily handled. Either subscribers must be without service at night 
or someone must be assigned to regular night duty in the exchange. 

A number of mutuals have solved these problems by building 
their central exchange buildings and making them large enough to 
include living quarters for the operators. Thus instead of moving 
the board to the home of the operator they move the operator to the 
board. An added advantage of this plan lies in the fact that the 
rent of living quarters is considered part of the operator’s pay and 
thus, since the cost to the company is little more than it would be if 
only an office were rented, the cash outlay is somewhat lessened. All 
companies reporting this plan have found it satisfactory. 

Some companies do business without owning switchboards. They 
either operate isolated lines or obtain their switching service from 
other sources. The single isolated line, where there are not too many 
members, needs no switchboard, since all telephones are on the same 
line and calls are made merely by the use of different rings. But 
this, of course, will not take care of long-distance calls. 

Other cases are found in which large companies furnish switching 
service to independent lines on the service station plan, already 
mentioned, or in which merchants in small towns operate switch- 
boards for the use of their patrons on country lines. Sometimes a 
family will operate a board for several independent lines and receive 
either a fixed monthly compensation or a small fee for each connec- 
tion made between companies. In such cases members call others 
on their own line without the help of the board operator. 


THE AUTOMATIC SWITCHBOARD. 


Automatic service, or mechanical switching as it is often called, 
has recently been receiving considerable attention. Some advocate 
its use for small rural exchanges. A few such exchanges are now in 
operation and are apparently giving entire satisfaction, but the plan 
must be considered as still in its experimental stage. 

The operation of the automatic telephone may be easily under- 
stood from an examination of the accompanying illustrations (Figs. 2 
and 3.) 

The dials which may be noted on the stand of the desk telephone 
and just under the transmitter of the wall telephone are used to call 
whatever number may be desired. For example, a person wishing 
to call No. 36 first takes down the receiver, then inserts his finger in 
the opening over number 3 and pulls the dial in a clockwise direction 
until his finger reaches the stop near the base of the dial. He then 
releases the dial which returns to its normal position by means of a 
spring. Nexthe “dials’’ No.6in the same way. He then pushes the 
button at the center of the wall box or on the front of the desk telephone 
base, as the case may be. This rings the bell at station 36 without 
the intervention of an operator. In case no one answers, the person 
ringing may again push the button. On some automatics a mechan- 
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ical arrangement takes care of this feature, continuing to ring at 
regular intervals until an answer is received or until the person 
making the call hangs up his receiver, which clears the line in all 
cases. 

The plan of calling different subscribers by a series of long and 
short rings is known as code ringing. There are two methods of 
code ringing. In one, the person calling pushes the button the 
desired number of times; in the other the ringing is automatic, the 


Fic 2.—Type of automatic telephone generally used on rural lines. 


code being “dialed” in the same manner as explained above for 
“dialing” the number. For example, a person wishing to call No. 36, 
two rings, would “dial”? 3-6-2. The ringers for all telephones on 
line 36 would automatically ring twice. 


‘ 


Such systems are not suitable for all conditions. In an isolated 
community, where connection with a hand-operated switchboard is 
not possible, 300 subscribers is usually the smallest number for which 
automatic service can be wisely considered. In such cases, an oper- 
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ator will be required for long-distance calls and therefore the auto- 
matic would not effect a saving, but would cost much more than a 
simple, hand-operated system. The equipment is more expensive 
and complicated than that needed for the regular magneto system, 
and requires expert attention, and the lines must be completely 
metallic and kept in perfect condition. 

If the business of the line is such that two or more operators would 
be required for a hand-operated exchange, the automatic exchange 


Fia. 3.—Detail of automatic telephones. 


makes it possible to do without some of them. The most satisfactory 
arrangement is one in which the local exchange is near enough to a 
larger central office to make direct connection possible. Here no 
operator is needed for the local exchange, all long-distance calls being 
handled at the larger central office, which is reached by ringing a 
special number. By such a plan, 24-hour service is possible without 
the necessity of hiring a special night operator, and at the same time 


the service is generally improved. On the whole, however, the auto- 
matic equipment is so complicated that it is usually better adapted 
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to the use of commercial concerns than to installation and operation 
by farmers’ mutuals. 


LONG DISTANCE CONNECTION. 











Having established its central office, a mutual company will next be 
interested in getting long-distance service for its members. Inter- 
a change between farmers’ companies within short distances is often 
on a mutual free basis, members of each company being glad of the 
opportunity for connection with members of the other. If the 
farmers’ company is close to a town where a commercial concern 
operates, the town company often gives the farmers connections with 
its subscribers on what is called a switching fee basis. The farmers’ 
line pays either a certain amount for each subscriber or a yearly | ump 
sum for the entire membership in return for the privileges of anh 
connections. This plan is much like “service-station service”’ 
already discussed. 

For long-distance toll calls, connection with the large independent 
companies or the Bell system is required, either directly or through 
the switchboard of another small company. Generally when the 
toll fee is paid, a certain percentage, depending upon the amount of 
the fee, goes to the company on whose lines the call originates. The 
remainder is generally prorated on the basis of the mileage involved. 
Thus a company owning half of the wire over which a toll message is 
carried is allowed half of the toll fee, after the originating charge is 
deducted. A company owning all the wire would get the entire fee, 
with the exception of the originating charge. 

Lines having long-distance connections require more care than those 
used only for local calls. Many commercial companies refuse to 
connect with grounded lines, but the usual requirement is that the 
line must be in such condition as to carry messages clearly. 

















BUSINESS ADMINISTRATION. 





The management of a small mutual telephone company is a com- 
paratively simple matter. Frequently, the levying of rates and the 
making of assessments is left to the decision of the members at their 
regular meetings, the chief duty of the management in this connection 
being the keeping of accounts and making collections. If interstate 
business is handled and the annual revenue is more than $5,000, the 
system of accounts prescribed by the Interstate Commerce Com- 
mission must be used. As has already been pointed out, further 
supervision of telephone lines is exercised in most States by State 
commissions, which, in many instances, prescribe accounting forms. 

Collections are sometimes troublesome. Members may neglect 
their bills unless some inducement for prompt payment is offered. A 
small discount for payment in advance will encourage promptness. 
Most companies provide that subscribers more than 30 days in 
arrears shall have service discontinued. Assessments should not be 
too frequent. Mutuals will usually find payment in advance, once, 
or at most four times, each year, most satisfactory. The practice of 
sending monthly bills for small amounts not only annoys the sub- 
scriber but involves needless labor and expense. 

Under most conditions, the publication of a telephone directory 
will be advantageous. Often elcome companies print directories 
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without charge, getting their money by the sale of advertising space 
in the book. In addition to the directory proper, the book may 
contain the by-laws of the company, a set of rules for the use of the 
telephone, or instructions for making simple repairs in case of local 
trouble. These repair hints often help subscribers to make timely 
repairs without undue tinkering. Thus they may save trips for the 
trouble man and at the same time, by telling subscribers what not to 
try, may prevent their getting things into still worse shape. 

Requests for information and advice in regard to special problems 
confronting those who wish to make use of the suggestions contained 
in this bulletin, will be given careful attention by the United States 
Department of Agriculture. The department is anxious to encourage 
and assist in the extension of suitable telephone service to all farmers. 
The rural telephone has fully proved its value both for social and 
business purposes, and there is no sound reason why this convenience 
— longer be denied to more than half of those living in country 
1omes. 
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CONSTITUTION AND BY-LAWS. 


The following constitution and by-laws were prepared after a 
study of the methods and practices of a large number of successful 
mutual telephone companies throughout the country. In using 
these forms it must be remembered that it is impossible to suggest a 
set of rules which meet all requirements in all States, and that 
changes may be found necessary in order to comply with State laws 
or local conditions. Even where such is the case, these rules or forms 
should be found helpful. 

Where incorporation is decided upon the State law must, of course, 
be carefully consulted and all requirements met. The form here 
given under the title of ‘‘Constitution”’ may in such case be used as 
the basis for “ Articles of Incorporation.”’ 

In adapting the following constitution and by-laws to the use of 
pure mutual companies, all words or sections in parenthesis should be 
omitted, while for the use of stock mutuals, sections or words printed 
in italics should be omitted and those in parenthesis included. Sec- 
tions which are inapplicable to the form of organization desired may, 
of course, be omitted at the discretion of the organizers. For a 
more complete discussion of organization agreements see page 9 of 
this bulletin. 





















CONSTITUTION OF THE TELEPHONE CO.! 
We, the undersigned citizens of the United States and of the State of — , hereby 


associate ourselves as members of a mutual telephone company, and for this purpose 
adopt the following constitution: 
























ArticLE I. This company shall be known as the --—— Telephone Co. 
Arr. II. The principal office of this company shall be located in ——— 
Arr. III. The capital stock of this company shall consist of -——— shares at $ 


per share, and shall be increased only with the approval of two-thirds of the members 
at an annual or special meeting. 

Art. IV. The business of this company shall be to provide telephone service for 
its members, by constructing, maintaining, and operating a suitable telephone system 
and to make connection with other companies for long-distance service for the con- 
venience ofits members, distributing among said members, equitably, as shall be 
provided in the by-laws, such costs and expenses as may be properly incurred. 

Art. V. The territory of this company shall include ———. 

Art. VI. Membership in this company shall be limited to persons who (buy stock 
therein, and) receive telephone service therefrom, as shall be provided in the by-laws. 

Arr. VII. The management of this company shall be vested in a board of nine 
directors, who shall be elected for such term and in such manner as the by-laws shall 
provide. 


Arr. VIII. Until the first annual meeting of the members, the following persons 
shall act as a board of directors: 





Name. Address. 









1 Or ‘Articles of Incorporation .’’ 
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Arr. IX. The duration of this company shall be ——— years. 

Art. X. This constitution may be amended by a two-thirds vote of the members 
resent at any annual meeting, or any regularly called special meeting, a quorum 
eing present, at least 30 days’ notice of such proposed amendment having been 
given each member, in writing. 

Signature of original members: 


BY-LAWS 
OF THE ———— TELEPHONE Co. 
ARTICLE I1.—MEMBERSHIP AND MEETINGS. 


Section 1. MempersHrp—Each member shall pay into the treasury of the compan), 
a membership fee of $———— (buy one share of the stock in the company), for each tele- 
»hone which he has or intends to have connected with its lines or exchanges, or shall 
fathiah the equivalent of that amount in poles, wire, apparatus, or labor, said equiv- 
alent to be determined by the board of directors, and shall be required to sign the 
by-laws of the company. 

Sec. 2. NuMBER oF TELEPHONES.—A member shall be entitled to have under the 
provisions of the preceding section one telephone in each house, store, office, or othe: 

yuilding owned, leased or occupied by him or by the members of his immediat 
family. 

Sec. 3. ANNUAL MEetTING.—The annual meetings of the members of the ——— Tele- 
phone Co. shall be held in ———, on the first Monday after the first Tuesday of eacl 
January at —— o’clock p. m., and the first regular annual meeting shall be held at 
that place on the —— day of ———, at —— o’clock p. m. 

Sec. 4. Spectan MEETINGS.—Special meetings of the members may be called by the 
president whenever he or the board of directors shall deem such action necessary: 
and such meetings must be called by him for any special purpose upon petition of one- 
fourth the number of members. 

Sec. 5. Notice.—At least five days’ notice, in writing, shall be given each member 
of the time and place of each annual meeting, and of the time, place and purpose for 
which the meeting is called in the case of special meetings. 

Sec. 6. OrpER or Bustness.—The order of business at any regular meeting shal 
be as follows: 

1. Roll call. 
2. Reading and adoption of the minutes of the last meeting. 
3. Reports of officers. 
Reports of committees. 
Election of directors. 
. Miscellaneous business. 

Sec. 7. Bustness or SpeciaL Meetinas.—No business shall be transacted at : 
special meeting except that for which the meeting was called. 

Sec. 8. QuorumM.—At any annual or special meeting 12 members shall constitut 
a quorum. 

Sec. 9. Vore.—At any annual or special meeting each member shall have one vot 
on all questions. In case of a tie the president shall cast the deciding vote. A major 
ity vote of the members present shall be necessary to carry any question. 

Sec. 10. Proxy.—No member shall be allowed to vote by proxy. 


ArticLe IT.—Drrecrors. 


Section 1.—NumBer, Evection, AnD Term.—Nine directors shall be elected by 
ballot at the first annual meeting of the members, to succeed the temporary board. 
Three directors shall be elected for three years, three for two years, and three for on: 
year. At each annual meeting thereafter three directors shall be elected to serve fo 
three years, or until their successors are elected. 
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Sec. 2. Vacancres.—Vacancies on the board of directors may be filled by the re- 
maining directors until the next annual meeting of the members, when a director 
shall be elected to serve for the unexpired term. 

Sec. 3. Executive ComMiTree.—The executive committee of the board of direc- 
tors shall be composed of the president, secretary-treasurer, and one other director 
designated by the board. 

Sec. 4. MeetiIncs.—The executive committee shall meet at least once a month, 
and oftener if necessary, and meetings of the entire board shall be held at the call of 
the president. 

Sec. 5. Quorum.—Five directors shall constitute a quorum at any meeting of the 
board. 

Sec. 6. CompeNsATION.—The directors shall receive compensation at the rate of 
for each day of eight hours actively employed in the interests of the company, 

Sec. 7. ELection or Orricers.—Immediately after the annual meeting of the 
members, the board of directors shall elect a president and a vice-president from their 
own number, and a secretary-treasurer who may or may not be a member of the board. 

Sec. 8. APPOINTMENT OF MANAGER AND CommirreEs.—The board of directors 
shall appoint, and may dismiss for cause, a manager who may or may not be a member of 
the company, or at their discretion the secretary-treasurer may also be the manager. 
They may appoint committees on financing, construction, etc., and it shall be their 
duty once a year, at least 30 days before the annual meeting of the members, to appoint 
an auditing committee to consist of three members of the company who are not officers 

Sec. 9. Bonp.—The board of directors shall require the secretary-treasurer and 
may require other officers and employees charged by the company with responsibility 
for the custody of its funds or property, to give bond with sufficient surety for the 
faithful performance of such duties. 

Sec. 10. SALARIES OF OFFICERS AND EmpLoyeEes.—The board shall fix the salary 
of officers and the wages of all other employees of the company. No officer shall 
receive the per diem allowed the directors in addition to his salary. 

Sec. 11. Seat.—The board may devise and adopt an appropriate seal, and cause the 
same to be affixed to all documents whereto the company is a party. 

Sec. 12. Recatt.—Any director, for just cause set forth at any annual meeting or 
special meeting called for that purpose, may be removed from office by a two-thirds 
vote. Such director shall be informed in writing of the charges made against him, at 
least 10 days before the date of such meetings, and shall have an opportunity to be 
heard in person, by counsel, and by witness in regard thereto. 





ArticLE III.—Orricers. 


Section 1. TeErm.—Each officer, unless removed by a two-thirds vote of the board, 
shall hold office for one year or until his successor has been elected. 

Sec. 2. Duties or THE PrestpENT.—The president shall preside at all the meet- 
ings of the members and of the board; shall sign, execute, and deliver all legal papers 
pertaining to the business or property of the company; shall sign all notes, checks 
(certificates of stock), etc.; and shall perform such other and further duties as the 
board may direct. 

Sec. 3. Duties oF THE VicE PRESIDENT.—In the absence or disability of the 
president, the vice president shall act. 

Sec. 4. Duties OF THE SECRETARY-TREASURER.—The secretary-treasurer shall 
attend all the meetings of the members and of the directors, and shall keep, in books 
provided for that purpose, a correct record of the proceedings of each meeting. 

(He shall keep the books of the blank certificates of stock; fill out and countersign 
all certificates issued, and make the corresponding entries on the stub of each certifi- 
cate. He shall keep a proper transfer book, and a stock ledger showing the number of 
such shares issued to and transferred by the members. ) 

He shall receive all moneys paid to the company and give his receipt therefor, and 
shall pay out the same under the direction of the board; shall keep in a suitable book 
an accurate account thereof, and make a detailed report in writing at the annual meet- 
ing of the members, and at such other times as the board may designate. He shall 
make all reports and serve all notices required by the directors or by law or by these 
by-laws. 

He shall be custodian of all the records and papers of the company; shall have charge 
of and affix the company’s seal to all such documents as require attestation; and shall 
countersign all notes, checks, and other papers. 
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At the expiration of his term of office he shall turn over to his successor all the prop- 
erty of the company in his hands and take his receipt therefor. 

Sec. 5. Duties or THE MANAGER.—The manager shall have charge of the opera- 
tion, inspection, and maintenance of the lines and equipment of the company, under 
the general direction of the board. 

He shall appoint and may discharge all operators and other employees necessary 
for the proper conduct of the company’s business, and such operators and employees 
may or may not be members of the company. 


ARTICLE 1V.—COMMITTEES. 


Section 1. Duties or AupitiInc Commitrer.—It shall be the duty of the auditing 
committee to meet at least two weeks before the annual meeting of the members. 
They shall make a thorough examination of all the records and accounts of the 
officers for the preceding year and shall make a report thereon at the annual meeting. 

Sec. 2. Duties or OrHer Commirrees.—It shall be the duty of any other com- 
mittee appointed to perform such work as may be assigned to it by the board, and to 
make a report thereof at the annual meeting next following. 


(ArTICLE V.—ISSUANCE AND TRANSFER OF STOCK.) 


(Section 1. Issuance.—All applications for stock shall be submitted, with the 
recommendations of the secretary-treasurer and manager, to the executive committee 
for its approval, before any stock shall be issued to the applicant.) 

(Sec. 2. Certiricates.—The certificates of stock of this company shall be issued in 
such form as the board of directors may designate. Such certificates shall be signed 
by the president and countersigned by the secretary-treasurer, and shall bear the seal 
of the company. They shall exhibit the holder’s name, the date of issuance, and the 
value of the share.) 

(Sec. 3. TRaANsFER.—Stock of the company may be transferred with the approval of 
the board of directors when removal or discontinuance of service makes such transfer 
desirable. The surrendered certificate shall be canceled before a new certificate 
shall be issued in lieu thereof. The receiver of the new certificate shall not already 
own stock in the company, except as hereinbefore provided, and shall be required to 
sign the by-laws.) 


ARTICLE (VI) V.—FINANCEs. 


Section 1. Fiscan Year.—The fiscal year of this company shall commence on 

and end on ‘ 

Sec. 2. AssessMENTS.—Every three months, in ———-, ———-, ————, and ———, the 
board of directors shall estimate the financial requirements of the company, and shall levy 
an assessment upon the members in proportion to the number of telephones charged to each. 

(Sec. 2. Renrat Coarces.—Each member shall pay into the treasury, for each and 
every telephone accredited to him, the sum of $- quarterly in advance. A dis- 
count of ——— per cent shall be allowed for payment of rental charges within 10 days 
aftersame become due. Ifsuch rental is not paid within 30 days after it becomes due, 
service shall be discontinued until payment is made.) 

Sec. 3. System or Accountina.—The accounts of this company shall be kept in 
accordance with the rules laid down by the Interstate Commerce Commission, and of 
the State commission ? having jurisdiction over the business of telephone companies. 

(Sec. 4. Use or Capirrat Funps.—The funds collected from the sale of stock of this 
company shall be used only for the building and extension of the company’s lines and 
for the installation of the stations of new members or subscribers). 

(Sec. 5. Use or Income.—The income received from rental charges, tolls, etc., 
shall be used in defraying the expenses of operation and the regular repair and 
upkeep of the lines.) 

(Sec. 6. Depreciation Reserve.—Out of the annual income of the company, 
exclusive of capital funds, ——— per cent shall be set aside as a depreciation reserve, 
to be used for replacing the system as it wears out.) 

Szc. 4. Power to Borrow Money.—The board of directors shall have power to borrow 
money at its discretion not exceeding the total sum of $———. Loans in excess of that 
amount must have the consent of two-thirds of the members at any annual or special meeting. 


1 See list on p. 29. 
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Articte (VII) VI.— Rutes ror Service AND THE USE oF LINES. 


Section 1. Hours or Service.—The operator of the switchboard shall be on duty 
from o’clock a. m. to ° ‘clock p. m., on week days, and from —— to —— 
o'clock a. m. and —— to o’clock p. m., on Sundays and holidays. 

Sec. 2. Emergency Catis.—Emergency calls made out of regular hours will be 
charged for at the rate of 25 cents per call. The operator shall receive four-fifths of the 
amount collected for such calls, in addition to any other salary or wages. 

Sec. 3. GENERAL CALLs.—A general call for all members, rings, may be made 
at any time by any member having information of particular value to all. This 
privilege, however, must be used sparingly. 

Sec. 4. Use or Lines sy Outsipers.—No member shall allow his telephone to be 
used by an outsider, other than the members of his immediate family, his employees, 
or guests of his household, without collecting a charge of not less than 10 cents for each 
such call. All such calls shall be charged against the member whose telephone is used 
and shall be paid for by him at the quarterly payment date. 

Sec. 5. Time ALLOTMENT.—No person shall be allowed the use of the line for more 
than five minutes if another party is waiting to use it. 

Sec. 6. PRecEDENCE oF CaLis.—Ordinary conversation may be interrupted when 
the use of the line is required for the transmission of business or professional messages. 
In such cases the use of the line should be courteously requested. 

Sec. 7. Improper LANGuAGE.—No abusive, profane, or obscene language shall be 
used over the lines of this company. 

Sec. 8. List—enine 1n.—No person shall take down the receiver for the purpose of 
listening to a conversation which is not intended for him. If the receiver is taken 
down and the line is found to be busy, it should be immediately replaced, except in 
the case of an urgent business or professional call. 

Sec. 9. ENrorcEMENT.—It shall be the duty of each member to see that the pro- 
visions of this article are rigidly enforced, and to report any and all violations thereof 
to the manager. 


ArticLe (VIIIL) V7J7.—PENALTIES. 


Any member who fails to observe the rules and regulations of this company, as set 
forth in these by-laws, or who fails to pay any charges made against him in accordance 
herewith for 30 days after having received notice that such are due, shall have his 
service discontinued until he shall have assured the board of directors in writing of his 


intention to observe such rules in the future or until he shall have met his obligations 
to the company. 


Articte (IX) VITI.—AMENDMENT. 


These by-laws may be amended by a two-thirds vote of all the members present at 
any regular annual meeting, or at any special meeting called for that purpose, a 
quorum being present, 10 days’ notice of such proposed amendment having been 
given each member in writing. 


LIST OF COMMISSIONS HAVING JURISDICTION OVER TELEPHONE COMPANIES. 


| 
State. Name of commission. Location. 


RNs ks Soc shox voces cea .| Public service commission.............................| Montgomery. 
Arizona Corporation commission Phoenix. 
Arkansas........ sens ccwsnnakceeee do. Seat Little Rock. 
INE cade cen kane suites -| Railroad commission. | San Francisco. 
Ca talks axe easticaces ‘ | Denver. 
CINE <piciin caine ceansceeleumen do Hartford. 
ae cos cues vaeesak .| Railroad commission of the State | Tallahassee. 
i Railroad commission 
| Public utilities commission....................---.-- -| 
RE cp acpie ska cacsuexeea State public utilities commission . ‘ Springfield. 
Indiana ; Public service commission | Indianapolis. 
lowa... Railroad commission Des Moines. 
Kansas. Public utilities commission Topeka. 
Kentucky Railroad commission Frankfort. 
Louisiana Baton Rouge. 
Public utilities commission Augusta. 
Maryland Public service commission ...--e-----| Baltimore. 
ccmmearanetts. Department of public utilities. Boston. 
Public utilities commission Lansin; 
Railroad and warehouse commission . 3 
Railroad commission 
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LIST OF COMMISSIONS HAVING JURISDICTION OVER TELEPHONE COMPANIES—Con: 


j 


Name of commission. Location. 


Missouri aes ..--. Jefferson City. 
Montana i eee cee .| Helena. 
Nebrask« ; Lincoln. 
Carson City. 
New Hampshire Concord. 
New Jersey 3 Pf: 
New Mexico State corporation commission .| Santa Fe. 
New York ...| Public service commission Albany. 
North Carolina. ..... Corporation commission ae | Raleigh. 
North Dakota Board ofrailway commissioners : Bismarck. 
Public utilities commission Columbus. 
Oklahom Oklahoma Cit: 
Oregon... 


Salem. 
Pennsylvania 


| Pe ee Oe Harrisburg. 
Rhode Island... .| ; ; | Providence 


..| Columbia. 
South Dakota .| Pierre. 


Tennessee ne kai oe ..| Nashville. 
Public utilities comm cates .......| Salt Lake City 
Vermont Public service commission .| Battleboro. 
cs. cases State corporation commission. . Richmond. 
Washington. .| Department of public works | Olympia. 
West Virginia............... Public service commission ..| Charlestown. 
Wisconsin .....| Railroad commission _......| Madison. 
Wyoming .......| Public service commission... ....-| Cheyenne. 
United States .....--.-| Interstate Commerce Commission --..--.-| Washingtor 
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There are 13,500,000 telephones in the United States, 2,500,000 
of which are on farms. Figures of the 1920 Census of Agriculture 
show that 38.9 per cent of all farms, or approximately two farms out 
of five, have telephones. This ratio varies greatly according to 
locality. In Iowa, for instance, 5 farms in every 6 have telephones, 
while in South Carolina only 1 farm in 18 is so equipped. (Fig. 1.) 

The problem of those who want telephone service will differ ac- 
cording to the relative development of the telephone business in their 
localities. Thus in the Corn Belt, as the accompanying map (fig. 1) 
shows, there is little need for the formation of new companies. In 
this section the country is already well covered. The farmers still 
without telephones will want to know how they may best connect 
with existing systems, and the chief concern of those who are man- 
aging established oe will be that of improvement rather than 
material extension. In the South Atlantic Division and in some of 
the Mountain States, on the other hand, very little has been done 
toward establishing rural service. 

In the South, lack of telephone service is largely due to the 
nature of land tenure, a large proportion of the farms being operated 
by tenants on short-time contracts. Commercial companies hesitate 
to build lines with the prospect that after the construction is com- 
pleted the subscribers may move and leave the lines idle. For the 
same reason, tenants do not often put in a since the 
can not afford to build lines only to leave them. Few Southern land- 
lords have felt enough need of telephone connection with their 
tenants to arouse any great interest on their part in the development 
of rural service. 
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DEVELOPMENT OF TELEPHONE SYSTEMS IN RURAL DISTRICTS. 


Alexander Graham Bell entered his first patents on the telephone 
in 1875. Since then the development of the industry has been 
remarkable, in regard both to growth and improvement in service. 
At first telephone messages were considered as possible over short 
distances only, and the sending of a message from Boston to New 
York in 1884 was considered a great feat. Now people on the Atlantic 
coast may talk with friends on the Pacific coast, 3,000 miles away. 
By wireless telephone, Paris and New York have been brought 
within speaking distance. 

From the late seventies, when the first commercial companies 
were organized, until the expiration of the first patents, the extension 
of telephone lines was confined chiefly to the larger cities. It was 
all the new industry could do to keep up with the ever-increasing 
demand in the business centers, and not until toward the end of the 
century was marked progress made in the establishment of small 
town and rural lines. 

With the expiration of the second Bell patent, in 1894, a fever of 
competition arose among the independent promoters and the numer- 
ous manufacturing concerns that quickly came into existence. The 
fact that the larger cities had already been more or less thoroughly 
equipped made it necessary for the new companies to extend the tele- 
phone business into the unworked territory of the smaller towns and 
rural districts. Although the majority of the companies organized 
at this time were promoted honestly, there were some unscrupulous 
promoters who took advantage of public interest, and by poor 
equipment and dishonest methods, delayed rather than promoted 
the extension of rural telephone service in certain districts. 

Stimulated by the competition from new companies which were 
everywhere springing up, the city companies also began to extend 
their lines into the country. In spite of these efforts there were still 
a great many sections which were not reached. The only way of 
getting service in such cases was the building of cooperative telephone 
systems which were locally owned and operated. 

During the 10 years following 1896, great waste resulted from the 
building of two or more systems in territory that could support but 
one. Such duplication, often resulting from unfair charges on the 
part of the company first in the field, limited the number of telephone 
connections possible for any subscriber unless he had a telephone in 
each system. This apeticlantinns and often very annoying condition 
was one of the reasons that led to the supervision of telephone com- 

anies by State commissions and by the Interstate Commerce 
ommission. 

By 1910, 18 States had placed telephone companies under the con- 
trol of State commissions, and during that year the Interstate Com- 
merce Commission was given control over telephone companies doing 
an interstate business. At the present time, telephone companies 
are subject to commission control with regard to rates, service, and 
other matters in all States except Delaware, Iowa, and Texas. In 
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Iowa, however, the lines of telephone companies must cross railroads 
in a manner prescribed by the State railroad commission, and in 
Delaware and Texas there are specific sections of the law that regu- 
late the building and operation of telephone lines. Among the bene- 
fits which have resulted from commission supervision or control of 
telephone companies are reasonable rates for service, and a tendency 
toward the elimination of unnecessary duplication.! 

Statistics concerning telephone companies in the United States 
were collected in connection with the censuses of 1880 and 1890, and 
a special census of the telephone industry has been taken every fifth 
year since 1902. The United States totals for the more important 
items have been compiled from the census reports and are presented 
in Table 1. There were 148 telephone systems in 1880, which oper- 
ated 437 public exchanges, averaging 124 telephones each. In 1890, 
there were 53 systems, which operated 1,241 public exchanges, aver- 
aging 188 telephones each. Although there were fewer systems in 
1890 than in 1880 there were more and larger exchanges in operation. 


TaBLe 1.— Number of telephone systems, public exchanges, telephones, and miles of wire 
for different classes of companies— United States totals (census figures. 
















ee “s heii Public wi Miles of 
Year and class. Systems. exchanges. Telephones. wire. 
| | 
Unclassified: | 
My PAN MRMRRINEO Foo oh. ac ste otcace ose caceaassense | 148 437 54,319 34,305 
PP OROOMIION on <5 snceccaes deielenas b1834debs ave 53 1,241 233,678 240, 412 
Classification, by type of company: 
1902— 
All companies................. 4,900, 451 
Bell companies.......-.... 3,387, 924 
Other commercial compani 5,6 1,391, 647 
Mutual companies........... 994 942 89,316 70,915 
: Farmer or rural companies !. SAIN beso ccdaciees 55, 747 49, 965 
907— 
OT, ORONO on cece ess ieee seco nies vine. . WEnEs ste cacmuee 6,118,578 | 12,999,369 
I hase Do gi eye sc'co bese sce snes 175 5,418 | 3,132,063 8, 947, 266 
Other commercial companies...............- | 4,726 9,284 | 2,294,910 3,470, 776 
We Ia es a5 eco va sddeed sv oekseue | 368 825 125, 956 95, 0383 
Farmer or rural companies !.................. LR hss ae wacwecs 565, 649 486, 294 
Classification, by income: 
1912— 
PERN ids os stra tek cietaes sm kesae eu Re WEE fea nave cone 8,729,592 | 20,248,326 
Be PS sire ckcasnnnssccwassc5% ike 176 5,853 | 5,087,027 | 15, 133, 186 
Other companies with $5,000 or more......... | 1,740 5,662 | 2,239,721 3, 886, 205 
Companies with less than $5,000. ...........-. bs SRMEP Be isceenestion | 1,402,844 1, 228, 935 
1917— 
TLIO cS cain tens capstn sak vest taenaes ace 53, 234 21,175 | 11,716,520 | 28,827,188 
Bere INE seca dance susisenededecees =e 145 6,288 | 7,326,858 | 23,133,718 
Other companies with $5,000 or more... .. Pe 2,055 6,006 | 2,626,852 4,164, 308 
Companies with less than $5,000.......... 51, 084 8, 881 1,762,810 | 1,529, 162 


1 Smaller companies with no regular exchanges or centrals of their own. 


In the censuses of 1902 and 1907 telephone companies were classi- 
fied as “commercial,” ‘mutual,’ and “independent farmer” or 
“rural’’ lines, but in the census of 1912 this classification was changed 
to one based on annual income. The companies having an annual 
income of less than $5,000 in 1912 and 1917 were, of course, not all 
farmer and rural lines, but by comparison with the figures for the two 
preceding periods it would seem that a large percentage of these 
smaller companies were of that class. In view of the fact that there 
are a considerable number of rural telephones on the lines of larger 





1 For a list of these commissions see page 29. 
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city companies, concerning which no definite information is available 
in the census, it is sechabie that telephones in rural districts num- 
bered at least 2,000,000 in 1917. 

Although the number of independent telephone companies, includ- 
ing both commercial and mutual lines, has more than doubled since 
1907, the Bell system has grown even more rapidly. In 1907 the 
22,796 companies outside the Bell system owned 48.8 per cent of the 
number of telephones in use, and the Bell companies 51.2 per cent. 
In 1912 the Bell system owned 58.3 per cent, and in 1917, 62.5 per 
cent of all the telephones in use in the United States. Moreover, an 
increasing percentage of independent companies are being connected 
with the Bell lines. These facts indicate a tendency toward coopera- 
tion, as well as consolidation among companies making possible tele- 
phone connection between almost all points in the United States. 


METHODS OF OBTAINING TELEPHONE SERVICE. 


The building of independent telephone systems is not desirable 
when there are already established companies in the locality unless 
such companies are unfair in their methods or unreasonable in their 
demands. A needless duplication of systems is always to be dis- 
couraged, and cooperation with existing companies for the extension 
of their lines and service is greatly to be desired. In most cases a 
local company will meet a group of prospective members or sub- 
scribers halfway on the question of the extension of service. The 
commercial companies usually have a definite program for the exten- 
sion of their service to rural districts. Three principal methods of 
rendering service in rural areas are employed by such companies: 

(1) An extension of the company’s city line to a rural subscriber, 
furnishing him with complete city service. For this the subscriber 
pays regular city rates plus an additional charge based on the distance 
of his telephone from the city limits. To telephone men this charge 
is usually known as an “ extra exchange line mileage charge.”’ 

(2) An extension of a line by the company beyond the city limits, 
in this case to connect a number of subscribers. Since all of these 
subscribers, generally 5 to 16 in number, must share the same line, 
the company offers a rate lower than that generally charged in the 
city proper, although it generally approximates the rate for four- 

arty line service. Such rural subscribers are said to receive “rural- 
fia service.”’ 

(3) The construction and maintenance of a company line to or near 
the city limits only. The telephone instruments and all further con- 
struction and maintenance are provided by individual farmers or by 
associations. This is known as “service-station service.”’ 

Agreements for service-station service generally require that the 
association or subscriber shall perform the Eiiewing duties: Construct 
and maintain all pole lines and wires up to a predetermined point; 
provide and maintain the necessary telephone instruments and other 
equipment; pay, in accordance with the rules and regulations of the 
company, the regular rates as established for exchange and toll serv- 
ice; guarantee payment at the established rate for not less than a 

iven average number of telephones for each line or for each mile of 
ae limit the number of telephones on any one line to a maximum 
number prescribed by the telephone company; pay its proportion of 
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the taxes and assessments of every kind and assume liability for all 
damages which may result from its line or the use thereof. 

The company, on the other hand, agrees to perform the following 
duties: Provide and maintain a line connecting the service-station 
line to its central office; furnish to service-station patrons the same 
service given other subscribers;? assist the service-station subscriber 
or association with reasonable engineering advice and supervision in 
the building and maintenance of its lines; where facilities exist, lease 
circuits and attachment space on its pole lines at regular rates; list 
service-station subscribers in its Misak directories and furnish such 
subscribers with copies of each issue of the directory. 

As a rule, the telephone company will not connect with service- 
station lines which, in its opinion, are not capable of giving good 
service. 

The charge for extra exchange line mileage averages about 25 cents 
per station per quarter mile per month in addition to the regular city 
rates. Rural line residence rates for a large class of commercial com- 
panies vary from $1 to $3 per month, the average being about $2. 
Service-station residence rates are much lower, inasmuch as the only 
expense assumed by the ere. is that of switching and of main- 
taining a relatively short line. With few exceptions, the rates under 
this plan vary from 25 to 75 cents per month per telephone, the aver- 
age charge being about 50 cents per month. 

It occasionally happens that a local independent company fur- 
nishes free switching service to a small organization that maintains 
no switchboard. The explanation of this seems to be that access to 
the telephones of the local company or association receiving the free 
service is considered of mantel vale to the switching company and 
to its subscribers. The methods of mutual and independent com- 
panies as a rule, however, are similar to those of commercial com- 
panies. In most cases they make a fixed charge for each telephone 
receiving exchange service, and in some a flat yearly charge is made 
covering switching done for all the members of an association. 

Contracts regarding exchange of service between two companies 
when each maintains its own switchboard are of a different nature. 
(See p. 23.) 


ORGANIZATION OF A RURAL TELEPHONE COMPANY. 


If no satisfactory rural line service is available in a given locality, 
the only means of securing telephone service for a group of individuals 
is through the organization of a local company. The United States 
Department of Agriculture recently made a study of more than 450 
companies of this type, and the following suggestions as to organiza- 
tion and operation are based on the experience of these existing 
systems. 

A company may be organized either as a local unit for obtaining 
service-station service from some larger local company or as an 
independent operating company which maintains its own switch- 
board. In the former case care must be taken to comply with the 
rules of the company from which it is proposed to secure switching 


2 When service-station ors preee are connected with toll stations local service is usually restricted to 
communication with the toll station and to other service stations connected with the toll station, and 


toll rates to all other points are the same as those applying from the toll stations. 
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service, while in the latter the organizers are freer to work out their 
own ideas. 

As the first step toward organizing a company it is necessary to get 
the cooperation of a number of leaders in the community. Before 
anything is done to arouse general interest in the undertaking this 
group should determine the kind of organization to be formed and the 
general type of system which is best suited to local conditions. They 
should as make at least a preliminary estimate of the cost and be 
ready to suggest plans for raising funds. 


KINDS OF TELEPHONE ORGANIZATIONS. 


There are two general types of business organization, the commer- 
cial or profit-seeking company and the mutual or cooperative asso- 
ciation. Both types are found among rural telephone companies. 
The commercial company may be either a private enterprise or a 
stock company, while the mutual association may be either a pure 
mutual or stock mutual. 

The privately owned rural telephone system frequently belongs 
to a single individual who owns a switchboard or central exchange 
and furnishes switching service to a number of local rural lines. In 
other cases, such systems may include the exchanges of several towns. 

The commercial stock company may have few or many stock- 
holders. Where the achal ions and subscribers are not the same 
individuals, the company is looked upon the same as any other 
public-service corporation by its subscribers and the public. On the 
other hand, if a majority of the subscribers are stockholders, it may 
closely resemble a stock mutual, even in regard to management and 
control. 

The pure mutual organization is operated solely for the convenience 
of its members. All members share in the management, either 
directly or through their representatives, and each bears his prorata 
share of the expenses of the enterprise. As a rule, each member 
owns his telephone and equipment, no fixed charges for service are 
made, and the necessary assessments are reduced to a minimum 
through cooperation, each member keeping in repair his own instru- 
ment and a portion of the line. 

The pure mutual type of company is well adpated to the operation 
of wna country systems consisting of one, or at most of only a few 
lines, more especially when no switchboard is maintained. If such 
a company consists of more than a single line, switching service is 
usually obtained from a neighboring company. 

The stock mutual differs ions the pure mutual type in several re- 
spects. Instead of prorating the costs among its members, the stock 
mutual, as its name implies, issues shares of stock, which are sold to 
those desiring telephone service. Ordinarily, only one share of stock 
is sold to a member, but this practice is by no means universal. 
Sometimes the voting privilege of members is determined by the 
number of shares of stock held, each share carrying one vote, but more 
commonly each member is allowed only one vote, regardless of stock 
held. The stock mutuals often have subscribers who are not members, 
and in most cases a regular yearly charge is made for service to all 
subscribers, the charge to nonmembers being somewhat higher, as a 
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rule, than that to members. Dividends are seldom paid on the stock 
of such companies, the shares being in most cases little more than 
certificates of membership. The shares may not be transferred 
without the approval of the company, and must usually be surrend- 
ered at par upon the withdrawal of a member or the discontinuance 
of the service. In other respects, the stock mutual is not unlike the 
pure mutual, having the cooperative plan of organization and manage- 
ment. 

The private concern and stock company for rural service are usually 
centered in a town of small or medium size, with lines branching out 
into the surrounding country, and the pure mutual is often found 
on short lines in more or less isolated dioteietn. The stock mutual 
seems to be the most common. Out of a group of 252 rural tele- 
phone companies studied, 3 per cent are private concerns, 15 per cent 
stock companies, 27 per cent pure mutuals, and 55 per cent stock 
mutuals. 

: INCORPORATION. 


There are many points in favor of incorporation, particularly for 
larger mutuals. Although such action may seem to involve more 
formality than necessary for the simple organization of a local 
association, an incorporated company is governed by specific laws 
which are a direct benefit to the company. The incorporated com- 
pany enjoys certain rights which can not be exercised by the unin- 
corporated company. In some States incorporation gives the com- 
pany the privilege of taking necessary land for right of way and other 
purposes at an appraised value, by what is known as the right of 
eminent domain, while in other States this right may be obtained upon 
petition to the State commission having supervision over such 
companies. 

Moreover, the members of an incorporated company are protected 
by having a limited liability, while the lability of the members of an 
unincorporated company is unlimited. Of 33 companies in a certain 
locality from which reports on this point were received, 20 were in- 
corporated. All but one of the incorporated and five of the unin- 
corporated companies recommended incorporation. 

ph vibtege of incorporation are well illustrated by the following 
examples.’ In the case of one company, a pole fell and killed a horse. 
The company was incorporated and its members were liable only to 
the extent of the par value of their stock, the loss being distributed in 
yroportion to the shares held by each member. In another case, 
Fallen wires across a road wrecked an automobile and injured the 
occupants. A damage suit was brought. This company was not 
incorporated and a few telephone owners on the line were held for all 
damages. 

On the other hand, incorporation places the company under the 
supervis?on or control of some State commission or board, and makes 
necessary more careful bookkeeping and the submission of certain 
reports to State officials. 

n the case of a small local company it might not seem advisable 
to incorporate, more especially if the company is not to be operated 
for profit. 

If it is decided to incorporate, the State law should be consulted, 
as the form for the articles of incorporation is usually prescribed by 
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law. Unless the State commission can be relied upon for legal as- 
sistance, it is well to secure the advice of a competent lawyer with 
regard to the requirements. Thus delay and possible financial loss 
may be avoided. 


CONSTITUTION AND BY-LAWS. 


Although mutual organizations which are not conducted for 
profit are seldom required to have a legal charter or to incorporate 
it is wise for all concerned to have a written agreement in the form 
of a constitution and by-laws. Suggested forms for such agreement 
will be found on page 25. Alternate sections, applicable to the pure 
mutual or to the stock mutual type of organization, are given. In 
using this form for a pure mutual company, all sections which are 
inclosed in parentheses should be omitted. Thus, Article I, section 
1, of the by-laws would read: ‘‘Each member shall pay into the 
treasury of the company a membership fee of $3 for cach telephone,” 
etc. For the use aa stock mutual organization, all sections printed 
in italics should be omitted and sections in parentheses included. 
In this case the section quoted would read: ‘Each member shall 
buy one share of stock in the company, for each telephone,” etc. 
If these by-laws seem too elaborate, or if certain sections are not 
required for the purpose of the company, only the sections which 
are applicable need be used. If the members of a short line are 
organized very informally, it is possible that the only rules they will 
require are contained in the article on ‘‘ Rules for service and the 
use of lines,’’ while a somewhat larger organization in which the 
members construct and maintain their own lines might omit the 
parts relating to the board of directors and change the other articles 
to fit their needs. 


TYPES OF RURAL TELEPHONE CONSTRUCTION. 


There are two general types of telephone construction which may 
be used in rural districts, the grounded or one-wire system and the 
metallic or two-wire system. 

For short lines the grounded system may be used to advantage. 
This type of system is cheaper to build than the metallic, since only 
one wire is needed, the ground being used to complete the circuit. 
Of the grounded systems for which reports are available, 44 per cent 
state that the grounded lines are satisfactory. There are many con- 
ditions, however, which tend to interfere with good service on 
grounded lines. These lines are frequently subject to buzzing noises 
which can not be eliminated.’ In very dry weather when there is 
little moisture in the ground, the ringing will be weak and the talk- 
ing faint over a grounded line. In very cold weather, also, when the 
earth is frozen, the grounded telephone line will not give good service 
unless the ground connection is well below the frost. Where electric 
light circuits or trolley lines are too near the telephone line, it is 
alwel impossible to use a grounded system. 

The metallic system, in which two wires are used to make the 
complete circuit, is free from these particular defects, although when 
near electrical circuits and power lines such systems must also be 
protected from interference by a special arrangement of the two 
wires. A somewhat stronger pole line and twice the length of wire 
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are required, but in other respects the equipment is practically the 
same as for the grounded system. 

In a grounded system the magneto, or local battery type of tele- 
phone, is the only one that can be used. But in a metallic system 
there is a choice between the magneto and the central battery type. 
A variation of the central battery type is found in the automatic 
system, which is discussed on a later page. The magneto type of 
telephone is usually found on rural lines, while the central battery 
system is better for city service where a permanently located exchange 
is maintained. 


PRELIMINARY ESTIMATE OF COST. 


Chief among the causes which have encouraged the organization of 
local rural telephone companies has been the desire to obtain service 
at low cost. hile the matter of low cost is highly important if 
telephone service is to be placed within the reach of all, the question 
of efficiency in service must not be overlooked. Poor service is 
unsatisfactory at any price, for telephone service to be of real value 
must be available when it is insted. Moreover, actual financial 
loss may result from the purchase of instruments and the building of 
lines which are either detective in themselves or unsuitable for the 
uses to which they are to be put. On the other hand, it is poor 
economy to provide an expensive and complicated system if a 
simpler one which costs less will answer the purpose fully as well. 
In the long run, the most economical system is the one that gives 
satisfactory service with the least demand for repairs and ralaee- 
ment, rather than the one that has the lowest original cost. 

A study of the original costs of 252 companies, which averaged 
73 members each, shows that the average cost for all these companies 
was $2,110. In other words, the original cost per member was 
about $29. Almost 50 per cent of the companies reporting had an 
original cost per member of $25 or less. In only 12 per cent of the 
companies was the cost $50 or more, while in 2 per cent the cost was 
more than $100 per member. These figures apply to systems con- 
structed before war-time prices went into effect, and the average 
cost is doubtless lower than companies can hope for at present in 
spite of the recent decline in prices of materials and — 

The material needed for each mile of line, aside from poles, is 
given below, together with the approximate cost for each type of 
construction based’ on price lists issued by a number of manufac- 
turers early in 1922. 


Grounded line, bracket construction: 


30 12-inch oak brackets. 30 40-penny wire nails. 
30 pony glass insulators. 30 60-penny wire nails. 
165 pouniis No. 12 BB galvanized-iron telephone wire. 


Approximate cost, $16.50. 


Metallic line, bracket construction: 


60 12-inch oak brackets. 60 40-penny wire nails. 
60 pony glass insulators. 60 60-penny wire nails. 
830 pounds No. 12 BB galvanized iron telephone wire. 
Approximate cost, $33. 





--- 








8 Grounded line, six-pin cross-arm construction: 


30 6-pin cross arms. 30 machine bolts. 
180 14-inch locust pins. 60 carriage bolts. 
30 pony glass insulators. 30 lag screws. 
’ 60 cross-arm braces. 30 square washers. 
165 pounds No. 12 BB galvanized- 30 round washers. 
iron telephone wire. 
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Approximate cost, $53. 


Metallic line, six-pin cross-arm construction: 
30 6-pin. cross arms. 30 machine bolts. 
180 14-inch locust pins. 60 carriage bolts. 


60 pony glass insulators. 30 lag screws. 

60 cross-arm braces. ; 30 square washers. 

330 pounds No. 12 BB galvanized- 30 round washers. 

ir telephone wire. 
Approximate cost, S68. 

If there are four subscribers for each mile of line, each member will 
of course have to bear one-fourth of the above-mentioned cost per 
mile. 
The material needed for installing each telephone and the approxi- 
mate cost is as follows: 


2 batteries. 4 porcelain knobs. 
1 lightning arrester. 4 3-inch iron screws. 

15 feet single wire. 2 8-inch porcelain tubes. 
20 feet paired wire. 12 3-inch insulated staples. 
6 2-inch screws. 1 6-foot iron ground rod. 

1 bridging wall telephone, 5-bar, 1,.600-ohm. 


Approximate cost, $19. 


These figures indicate that the cost per member, exclusive of the 
cost of poles and switchboard, where ange construction is used, 
will be about $23 on a grounded line and $27 on a metallic line. In 
case of cross-arm construction it will be about $32 for members on 
grounded lines and $36 for those using metallic circuits. 

Those rural companies which plan to operate switchboards will 
find the approximate cost of boards of various sizes in the following 


list : 
ee I is eo oe os oe ed Seek cn gas eee Piss $55 
TUN 0G, Rib RInOaA Ee OUNEE, BOOUS S 5 5 oes oo eng eiys he cerca ss aages 100 
We Creme Wee Sars MEM aol isk cas fk dena shunt oodeho eet 250 
MS GEOR WONT HOMIE, BOW ooo or8 oo no's conte eese shee etes ox 350 
OU re CRN SINNNE, MOUNE: 8 a's 52 oS 56 ho ce ed cake eee 400 
75 GrOD CRUMNCE DORN, BOONE... 5... e550 od se. He ea een 2 tie 500 
LOG Gra CRMATIOS DONNTE OOM 6 ioe e555 sos 5 i cic ewan secs 600 
AOE GE CADINED DOUG BUOUL: 6. i ss whee etc te a wnkeanees 800 
200 dion caninet bond: Shoal... oo esst ed ee Ae 1. 100 


To the above costs per member comprising one-fourth of the cost 
of a mile of line plus the cost of installing clea telephone plus the 
cost of a part of the switchboard, if there be one, must’ be added 
the cost of the poles, unless these can be furnished by members 
without cash outlay. For a well-constructed line 30 substantial 
= per mile are needed. A grounded line with a single wire may, 
y s owever, be constructed with fewer poles if it is certain that addi- 
, tional wires will not be needed. While smaller poles are often used 

by farmers’ mutual companies, experts recommend a pole 6 inches 

in diameter at the top and about 25 feet in length. Where such 
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poles have to be bought from a distant market the cost per member 
is likely to equal or exceed the cost per member for all the other 
material. 

In selecting poles even greater care should be used than in selecting 
timber for high-grade fence posts. Short lived or weak poles repre- 
sent false economy, because the cost of replacing them almost in- 
variably more than offsets the original saving in cost. In addition 
to this, there is the danger of damage to property or persons. 

The above estimates are based on the assumption that there will 
be only one circuit on the poles. When the same pole line is to carry 
more than one circuit the cost of the additional equipment must 
be added. Moreover, no allowance has been made Lor the cost of 
labor, on the assumption that in the majority of cases the members 
themselves construct the line. 

Mutual companies sometimes require each member to build a 
certain portion of the line and to buy and connect his telephone. 
This method is not a real financial saving, as is that of furnishing 
poles and labor, for each individual is obliged to pay out a certain 
amount of cash to fulfill his obligation to the company. It will be 
found more economical to have all matters pertaining to the purchase 
of equipment handled by one individual or by a purchasing com- 
mittee. Through the purchase of larger quantities a better price 
may be obtained from the manufacturer. Furthermore, the ad- 
vantage of securing equipment of uniform quality is of considerable 
importance, since it is generally admitted that a system gives better 
service if all the instruments are of the same kind. Of the mutual 
lines of which the Department of Agriculture has record only 10 per 
cent had a portion of the lines constructed by each member, while 
90 per cent collected the cost of the equipment in cash and built 
the line as a company enterprise. 

Before attempting to make an exact estimate of the cost of a 

roposed telephone system it would be advisable to get the cata- 
Caen of a number of manufacturers of telephone equipment and 
supplies, a list of whom may be secured by writing to the Department 
of Agriculture at Washington, D.C. After a careful comparison of 
equipment of the type decided upon, offered by the several companies, 
a letter setting forth the details of the proposed system should be 
addressed to the company selected. Care should be taken to present 
all points which would in any way affect the system, such as the 
general lay of the land, nature of the soil, distances to be covered, 
presence of electrical circuits, probable number of subscribers, and 
the greatest extension of the system that may be hoped for in the 
future. If suitable poles can be obtained locally this should also be 
mentioned. Manufacturers are glad to give prospective customers 
the benefit of advice from their expert engineers in making estimates 
of requirements and cost. 


METHODS OF RAISING FUNDS. 


There are four general methods of raising funds for the construction 
of a telephone system, namely, by sale of stock, by voluntary sub- 
scription, by fixed or pro rata assessment, or by borrowing. In com- 
panies where the ownership of stock is made the basis of membership, 
the price of shares is usually fixed at an amount which is expected to 
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insure sufficient funds. In case, however, that not enough shares are 
sold, or the price has been made too low, an additional assessment is 
usually aaa against the stock. In some stock mutuals members 
are originally assessed pro rata and the amount so assessed is taken 
as the value of one share of stock. In pure mutual companies funds 
may be raised by voluntary subscription or the members may be 
assessed pro rata for their proportion of the cost. 

Borrowing may be resorted to in the case of any company that finds 
funds available. Sometimes a leading business man or the local bank 
will advance funds for the construction of a telephone system which 
is almost certain to work for the general benefit of business more than 
for that of any one individual. Only about 1 per cent of the com- 
panies reporting, however, resorted to borrowing as a means of 
raising funds for construction. 

Among the stock mutual companies reporting, 81 per cent raised 
funds entirely through the sale of stock, 4 per cent by sale of stock 
and assessment, and 15 per cent by assessment. Among the pure 
mutual companies, 69 per cent raised funds by fixed assessments and 
31 per cent by voluntary subscriptions. The companies that reported 
borrowing money for construction were either private concerns or 
stock companies, and only 6 per cent of the latter used this method, 
the remainder raising funds by the sale of stock. 

As a rule it will be found better to raise the funds among the mem- 
bers. The particular method of deciding each member’s share is not 
of very great importance. The main thing is to raise enough funds in 
a single subscription to insure success for the undertaking. It is 
undoubtedly easier to secure a slightly larger payment in the first 
place than it is to collect additional funds from members who thought 
that they were paying all that would be required in the beginning. 


COMPLETION OF THE ORGANIZATION. 


When all important matters relating to the proposed organization 
have been agreed upon by the leaders in the enterprise, and it is 
desired to interest the whole community, a public meeting should be 
called. At this meeting the best speaker available should present the 
subject. He should have clearly in mind the advantages which such 
a system would bring to the business and social life of the community. 
He should also have approximate figures of the cost of the system, 
and an outline of the form of organization. 

At the close of this meeting a temporary organization should be 
effected by the election of temporary officers and the appointment of 
a membership committee and a committee on constitution and by- 
laws. If the proposition seems to have met with general approval, it 
may be proper to take subscriptions for membership or stock before 
adjournment. Much travel and canvassing can, of course, be saved 
if subscriptions can be secured at this meeting. If, however, little 
interest has been shown, it would probably prove unwise to push 
matters too fast. Many an organization is spoiled by a failure to use 
reasonable tact. 

Assuming that enough subscriptions have not yet been secured, it 
should be the duty of the membership committee to see that the ter- 
ritory is thoroughly canvassed. They may divide the territory 
among themselves and cover it individually, or, if the farms are too 
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widely scattered, they may secure the cooperation of those already 
pledged and have them take up the matter with their friends and 
neighbors. All possible publicity should be given the matter, and 
the period of solicitation under no circumstances should be long 
enough to allow the original interest to die out in the meantime. 
The campaign for members should be as short and as lively as 
ossible. 
° When enough members have been secured to make the undertak- 
ing a financial success, the first regular meeting of the company 
should be called by the temporary chairman. At this meeting the 
formal organization should be completed through the adoption of 
a constitution and by-laws and the election of directors, after which 
the next step is to proceed with the construction and operation of 
the system. 
COST OF SERVICE. 


The important factors which have been found to affect the cost of 
service on lines for which information is available are the size of the 
system, the extent of its territory, the type of construction, the quality 
of service demanded, and the efficiency of management. 

In the telephone industry, the cost per subscriber increases as the 
number of subscribers in a system increases. As the system becomes 
larger, more complex equipment is needed, increasing the company’s 
investment per subscriber. Furthermore, with an increased number 
of connections more calls per telephone tend to be made. Thus the 
cost of unlimited service in the larger cities becomes almost prohibi- 
tive. In such places the general practice is to allow each subscriber 
a certain number of calls each month with an extra charge for each 
call in excess of that number. 

The average annual service charges of 250 rural companies, as 
presented in Table 2, clearly illustrate the tendency for costs to 
increase with the size of the company 


TABLE 2.—Average annual charges for service per telephone for different types of com- 
panies, by size groups. 


All Joint- Stock | Pure 


-_ ‘ types of | stock mutual | mutual 
Size groups. —_ com- com- com- 


yanies.! panies. anies. anies., 
I I p p 


bree ere ene on el : 








Ee EI SCO on oon 6.0 cn ee So bsas thee Bon ccseseae snes | $11. 57 $18. 34 | $10.10 $9.38 
Operating switchboard: | 





Systems of 1 to 50lines 








Padus saceeeraateeaak tenes ceases 10.17 13.71 10. 42 7.48 
Systems of 51 to 100lines.. a 14,18 11.17 7.09 
Systems of 101 to 200 lines.............. 15. 87 13. 33 4.72 
Systems of more than 200 lines. ......... b. 16. 53 PD bcesdonass 

UR SSR rer ats cco ckcssarcrausacvaaieee: tees eo lke . 16. 00 11.70 7. 26 





1 rane were not enough figures for privately owned companies to warrant the making of averages for 
this class. 


Nearly all companies without switchboards have fewer than 50 
limes. A comparison of their cost with the cost of companies of the 
same size operating switchboards appears to indicate that it is cheaper 
for a my company to operate its own switchboard than it is to 


obtain switching service from another company. It is probable, 
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however, that these averages, particularly in the case of pure mutuals, 
represent current cost of operation only, and do not make due allow- 
ance for the expense of installing a switchboard of the required 
capacity. Therefore, although the reported cost of operation for 
companies which maintain their own switchboards is lower, it might 
still prove more costly for some companies to do their own switching 
when all the expenses involved are taken into account. 

For pure mutuals, the annual service charge for telephones is 
relatively low, and unlike that for other companies decreases as the 
size of the company increases. This is due chiefly to the fact that in 
such companies members usually repair the lines and give other 
services to the company without charge. The only items of cost 
considered are those where cash is spent, and usually include merely 
the wages paid the operator and once in a great while the purchase of 
new equipment. Since the one operator required for 50 subscribers 
will usually handle up to 200 with little extra pay, the expense for 
each subscriber is naturally less when the number sharing the expense 
is larger. 

The fact that the hire of the operator is the chief expense for 
mutual companies is clearly shown in Table 3, three-fifths to three- 
fourths of all money collected being spent for this purpose, while in 
the case of other companies less than two-fifths is so used. It may 
also be noted that the proportion of the total service income of pure 
mutuals spent for switching charge increases with the size of the 
company. 


TaBLe 3.—Percentage of annual charges for service used to pay the cost of switching serv- 
ice for different types of companies, by size groups. 


} All Joint | Stock Pure 




















| 
“9 s | types of stock | mutual | mutual 
— | ‘com- | com- | com- com- 
panies. | panies. | panies. | panies. 
| 
SS ion maeeepeeeoeneenians | ae 
! 
FCG OTIS WINN 6:5 ca wasn cc nnd cen dg cpdunccoesabeves 58.2 | 64.2 | 54.0 60.0 
Operating switchboard: | | 
SURNNGE © WUE acc ccks bvecss dans cdeaceeevauekeaer 48.9 13.8 45.8 65.5 
I Ge WO Ie ong ivdaiccvcccvacccussauswngpevseute 4.9 38. 4 | 44.6 70. 4 
SEG GO SUE COP NEI 5. nccicncuncdidesvsacacavauesas 30.5 23.0 | 29. 2 | 75. 5 
SPMOONIA TESOND DINNET DUP RIDIN. 5 0 oi occ sn evince ccacscneasedasa 29.1 | 28. 8 30.0 |... 
Eas ocd oretwtidnc babatevecentcqvarse bs avesaues 38. 8 32. 2 40.7 | 66.1 


i | 
| 
| 


With other than purely mutual companies, on the other hand, a 
smaller and smaller percentage of the income from service is used to 
pay switching charges until companies of more than 200 subscribers 
are reached. This means that a larger and larger part of the income 
is spent on the upkeep or improvement of the system, or a greater 
amount is paid out in salaries or dividends. The increase in the 
percentage of income used for operating expenses in companies of 
over 200 lines occurs because a single operator can not conven- 
iently handle the calls on a switchboard of greater than 200-drop 
capacity, and the employment of additional operators becomes 
necessary. 

Another factor which may require the spending of a larger per- 
centage of income for repairs as companies increase in size, is that the 
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larger companies are usually the older ones, and on account of their 
age are more in need of repairs and replacement than the companies 
recently organized. 

As would be expected, systems operating over a large territory 
have higher costs of operation and maintenance than systems in 
which all subscribers live within a smaller area. The best measure of 
the area covered by a given system is the number of miles of pole line 
in use (Table 4). 


TaBLe 4.—Annual cost of service per telephone as affected by number of miles of pole line 
m system, 


(Average for 197 existing companies.) 
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The two types of telephone construction have already been dis- 
cussed, namely, the metallic, in which the entire circuit is carried by 
wires, and the grounded, in which the return is through the ground. 
Metallic systems, by their very nature, are the more expensive to 
maintain. An average for 200 companies showed a yearly cost of 
$12.27 per telephone for metallic and $11.06 per telephone for 
grounded systems. But with their increased cost, metallic lines 
usually give proportionally better service. One important point 
should be kept in mind in this connection. When kept in repair 
metallic systems are the best, but they must be kept in repair. A 
poor metallic line is worse than a poor grounded line, as the ground 
will give better contact than a poorly-spliced rusty wire. 

Quality of service is difficult to measure. The cost of service for 
existing mutual companies reporting their lines in good condition 
was found to be $11.36 per telephone per year as against $10.46 for 
those reporting lines in poor condition. This plainly shows that 
members of mutual lines must expect to pay a somewhat higher rate 
if they wish to keep their service up to the desired standard. 

PROBLEMS OF OPERATION AND UPKEEP. 

The general operation of a telephone company may be roughly 
divided into three parts: (1) The maintenance of the lines, (2) the 
switching and information service, and (3) the business adminis- 
tration, including bookkeeping and collections. 


MAINTENANCE OF LINES. 


Line maintenance may be handled in one or two ways (or varia- 
tions or combinations of these ways), namely, by the employment of 
a regular lineman or by having repairs ial by the subscriber. A 
majority of mutual companies use the subscriber plan, although 
many of them do not find this method satisfactory. The choice of 
method should depend upon local conditions. 


» 
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Expert repairing undoubtedly keeps a telephone system in better 
condition, not only because work is done more thoroughly, but also 
because a regular lineman can do a great deal in the way of trouble 
srevention. On the other hand, it costs more to employ a regular 
eae Companies operating in sparsely settled regions find the 
cost of getting a repair man to the scene of trouble three or four times 
the actual cost of the repair work. Again, in very small companies, 
the share of expense falling on each member makes the cost of hiring 
an expert prohibitive. 

Certain companies avoid some of the difficulties of nonexpert 
repairing by having one subscriber responsible for each line in the 
system. The subscriber who handles the work is usually given a 
reduction in his telephone rent or the free use of his telephone as com- 
pensation. This plan does effect a saving and at the same time cen- 
tralizes ieoiaeiblabe. although it does not necessarily assure expert 
repairs. In other cases, a member of a mutual company who has 
had telephone-repair experience agrees to report for duty on any line 
when needed, receiving pay by the hour for actual time spent. This 
plan has usually ore satisfactory, although subscribers inay find 
themselves without service for a few days if their line happens to be 
out of order while the repair man is doing rush work, such as harvest- 
ing. 

‘Those mutuals which connect with larger commercial companies 
are often able to get help from the commercial concern when they 
need it, usually being charged the actual cost of the operation plus a 
small percentage for supervision. Minor repairs are then made by 
the cabinets 

In general, expert work has been found preferable where its cost 
has not been too great. 


LOCATION OF SWITCHBOARD. 


Rural line switchboards may be found in private homes, stores, 
rented offices, or in separate buildings owned or rented by the com- 
panies. 

Private home installation is confined almost exclusively to the 
smaller companies which can not afford to rent or build separate 
offices. The owner of the house is paid a small rent and some member 
of his family is usually made operator, and paid for this service. ‘The 
advantages of such a system are evident. The rent for switchboard 
space is usually small, in many cases amounting only to a rebate of 
telephone rent to the house owner. Operator hire is also low, since 
the women of the house can do their regular housework and at the 
same time make the switching connections. Moreover, in case of 
emergency a night call will always receive attention. 

Occasionally the switchboard 1s placed in a member’s store instead 
of aprivate home. Some one must be on duty all day in a store and 
the switchboard can be looked after without requiring a special 
operator. Night calls, on the other hand, can not receive attention if 
the switchboard is in a store, unless special arrangement is made. 

Either of the above plans is more suitable to a small system than 
to one so large that calls are so numerous as to require the hiring of a 
regular operator. When an operator is required on full time most 
companies will do well to rent a separate room or building. Many 
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good reasons for this have been reported. Where the board is kept 
in the operator’s home, a change of operators makes it necessary to 
move the board with all of its connections. The directors are also 
better able to control and regulate the operation of the switchboard 
in the company’s own offices than they are when it is in the home of 
the operator. In a separate office the matter of night calls is not so 
easily handled. Either subscribers must be without service at night 
or someone must be assigned to regular night duty in the exchange. 

A number of mutuals have solved these problems by building 
their central exchange buildings and making them large enough to 
include living quarters for the operators. Thus instead of moving 
the board to the home of the operator they move the operator to the 
board. An added advantage of this plan lies in the fact that the 
rent of living quarters is considered part of the operator’s pay and 
thus, since the cost to the company is little more than it would be if 
only an office were rented, the cash outlay is somewhat lessened. All 
companies reporting this plan have found it satisfactory. 

Some companies do business without owning switchboards. They 
either operate isolated lines or obtain their switching service from 
other sources. The single isolated line, where there are not too many 
members, needs no switchboard, since all telephones are on the same 
line and calls are made merely by the use of different rings. But 
this, of course, will not take care of long-distance calls. 

Other cases are found in which large companies furnish switching 
service to independent lines on the service station plan, already 
mentioned, or in which merchants in small towns operate switch- 
boards for the use of their patrons on country lines. Sometimes a 
family will operate a board for several independent lines and receive 
either a fixed monthly compensation or a small fee for each connec- 
tion made between companies. In such cases members call others 
on their own line without the help of the board operator. 


THE AUTOMATIC SWITCHBOARD. 


Automatic service, or mechanical switching as it is often called, 
has recently been receiving considerable attention. Some advocate 
its use for small rural exchanges. A few such exchanges are now in 
operation and are apparently giving entire satisfaction, but the plan 
must be considered as still in its experimental stage. 

The operation of the automatic telephone may be easily under- 
stood from an examination of the accompanying illustrations (Figs. 2 
and 3.) 

The dials which may be noted on the stand of the desk telephone 
and just under the transmitter of the wall telephone are used to call 
whatever number may be desired. For example, a person wishing 
to call No. 36 first takes down the receiver, then inserts his finger in 
the opening over number 3 and pulls the dial in a clockwise direction 
until his finger reaches the stop near the base of the dial. He then 
releases the dial which returns to its normal position by means of a 
spring. Nexthe ‘dials’? No.6in the same way. He then pushes the 
button at the center of the wall box or on the front of the desk telephone 
base, as the case may be. This rings the bell at station 36 without 
the intervention of an operator. In case no one answers, the person 
ringing may again push the button. On some automatics a mechan- 
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ical: arrangement takes care of this feature, continuing to ring at 
regular intervals until an answer is received or until the person 
making the call hangs up his receiver, which clears the line in all 
“ases. 

The plan of calling different subscribers by a series of long and 
short rings is known as code ringing. There are two methods of 
code ringing. In one, the person calling pushes the button the 
desired number of times; in the other the ringing is automatic, the 





r'1G 2.—Type of automatic telephone generally used on rural lines. 


code being “dialed” in the same manner as explained above for 
“dialing” the number. For example, a person wishing to call No. 36, 
two rings, would “dial” 3-6-2. The ringers for all telephones on 
line 36 would automatically ring twice. 

Such systems are not suitable for all conditions. In an isolated 
community, where connection with a hand-operated switchboard is 
not possible, 300 subscribers is usually the smallest number for which 
automatic service can be wisely considered. In such cases, an oper- 
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ator will be required for long-distance calls and therefore the auto- 
matic would not effect a saving, but would cost much more than a 
simple, hand-operated system. The equipment is more expensive 
and complicated than that needed for the regular magneto system, 
and requires expert attention, and the lines must be completely 
metallic and kept in perfect condition. 

If the business of the line is such that two or more operators would 
be required for a hand-operated exchange, the automatic exchange 





F1G. 3.—Detail of automatic telephones. 


makes it possible to do without some of them. The most satisfactory 
arrangement is one in which the local exchange is near enough to a 
larger central office to make direct connection possible. Here no 
operator is needed for the local exchange, all long-distance calls being 
handled at the larger central office, which is reached by ringing a 
special number. By such a plan, 24-hour service is possible without 
the necessity of hiring a special night operator, and at the same time 
the service is generally improved. On the whole, however, the auto- 
matic equipment is so complicated that it is usually better adapted 
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to the use of commercial concerns than to installation and operation 
by farmers’ mutuals. 


LONG DISTANCE CONNECTION. 


Having established its central office, a mutual company will next be 
interested in getting long-distance service for its members.  Inter- 
change between farmers’ companies within short distances is often 
on a mutual free basis, members of each company being glad of the 
opportunity for connection with members of the other. If the 
farmers’ company is close to a town where a commercial concern 
operates, the town company often gives the farmers connections with 
its subscribers on what is called a switching fee basis. The farmers’ 
line pays either a certain amount for each subscriber or a yearly lump 
sum for the entire membership in return for the privileges of ich 
connections. This plan is much like ‘‘service-station service”’ 
already discussed. 

For long-distance toll calls, connection with the large independent 
companies or the Bell system is required, either directly or through 
the switchboard of another small company. Generally when the 
toll fee is paid, a certain percentage, depending upon the amount of 
the fee, goes to the company on whose lines the call originates. The 
remainder is generally prorated on the basis of the mileage involved. 
Thus a company owning half of the wire over which a toll message 1s 
carried is allowed half of the toll fee, after the originating charge is 
deducted. A company owning all the wire would get the entire fee, 
with the exception of the originating charge. 

Lines having long-distance connections require more care than those 
used only for local calls. Many commercial companies refuse to 
connect with grounded lines, but the usual requirement is that the 
line must be in such condition as to carry messages clearly. 


BUSINESS ADMINISTRATION. 


The management of a small mutual telephone company is a com- 
paratively simple matter. Frequently, the levying of rates and the 
making of assessments is left to the decision of the members at their 
regular meetings, the chief duty of the management in this connection 
being the keeping of accounts and making collections. If interstate 
business is handled and the annual revenue is more than $5,000, the 
system of accounts prescribed by the Interstate Commerce Com- 
mission must be used. As has already been pointed out, further 
supervision of telephone lines is exercised in most States by State 
commissions, which, in many instances, prescribe accounting forms. 

Collections are sometimes troublesome. Members may neglect 
their bills unless some inducement for prompt payment is offered. A 
small discount for payment in advance will encourage promptness. 
Most companies provide that subscribers more than 30 days in 
arrears shall have service discontinued. Assessments should not be 
too frequent. Mutuals will usually find payment in advance, once, 
or at most four times, each year, most satisfactory. The practice of 
sending monthly bills for small amounts not only annoys the sub- 
scriber but involves needless labor and expense. 

Under most conditions, the publication of a telephone directory 
will be advantageous. Often ehucetaian companies print directories 
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without charge, getting their money by the sale of advertising space 
in the book. In addition to the directory proper, the book may 
contain the by-laws of the company, a set of rules for the use of the 
telephone, or instructions for making simple repairs in case of local 
trouble. These repair hints often help subscribers to make timely 
repairs without undue tinkering. Thus they may save trips for the 
trouble man and at the same time, by telling subscribers what not to 
try, may prevent their getting things into still worse shape. 
Requests for information and advice in regard to special problems 
confronting those who wish to make use of the suggestions contained 
in this bulletin, will be given careful attention by the United States 
Department of Agriculture. The department is anxious to encourage 
aa assist in the extension of suitable telephone service to all farmers. 
The rural telephone has fully proved its value both for social and 
business purposes, and there is no sound reason why this convenience 
ae longer be denied to more than half of those living in country 
omes. 














APPENDIX. 


CONSTITUTION AND BY-LAWS. 


The following constitution and by-laws were prepared after a 
study of the methods and practices of a large number of successful 
mutual telephone companies throughout the country. In using 
these forms it must be remembered that it is impossible to suggest a 
set of rules which meet all requirements in all States, and that 
changes may be found necessary in order to comply with State laws 
or local conditions. Even where such is the case, these rules or forms 
should be found helpful. 

Where incorporation is decided upon the State law must, of course, 
be carefully consulted and all requirements met. The form here 
given under the title of ‘‘Constitution’’ may in such case be used as 
the basis for “ Articles of Incorporation.”’ 

In adapting the following constitution and by-laws to the use of 
pure mutual companies, all words or sections in parenthesis should be 
omitted, while for the use of stock mutuals, sections or words printed 
in italics should be omitted and those in parenthesis included. Sec- 
tions which are inapplicable to the form of organization desired may, 
of course, be omitted at the discretion of the organizers. For a 


more complete discussion of organization agreements see page 9 of 
this bulletin. 


CONSTITUTION OF THE 





TELEPHONE CoO.! 


We, the undersigned citizens of the United States and of the State of —-——, hereby 
associate ourselves as members of a mutual telephone company, and for this purpose 
adopt the following constitution: 


ArticLe I. This company shall be known as the —-—— Telephone Co. 

Art. II. The principal office of this company shall be located in —— 

Arr. III. The capital stock of this company shall consist of -——— shares at $——— 
per share, and shall - increased only with the approval of two-thirds of the members 
at an annual or special meeting.?* 

Art. IV. The business of this company shall be to provide telephone service for 
its members, by constructing, maintaining, and operating a suitable telephone system 
and to make connection with other companies for long-distance service for the con- 
venience ofits members, distributing among said members, equitably, as shall be 
provided in the by-laws, such costs and oe as may be properly incurred. 

Arr. V. The territory of this company shall include ——- 

Art. VI. Membership in this company shall be limited to persons who (buy stock 
therein, and) receive telephone service therefrom, as shall be provided in the by-laws. 

Arr. VII. The management of this company shall be vested in a board of nine 


directors, who shall be elected for such term and in such manner as the by-laws shall 
provide. 


Arr. VIII. Until the first annual meeting of the members, the following persons 
shall act as a board of directors: 


Name. Address. 


1 Or “ Articles of Incorporation.” 
2 When Article JII is omitted, Articles I1V-VIII should be renumbered. 
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Arr. IX. The duration of this company shall be - years. v \ 
Arr. X. This constitution may be amended by a two-thirds vote of the members ; 
resent at any annual meeting, or any regularly called special meeting, a quorum 

being present, at least 30 days’ notice of such proposed amendment having been 

given each member, in writing. 
Signature of original members: 


BY-LAWS 
OF THE —-—— TELEPHONE Co 
ARTICLE 1.—MEMBERSHIP AND MEETINGS. 


Section 1. MemBersHirp—Each member shall pay into the treasury of the company 
a membership fee of $———— (buy one share of the stock in the company), for each tele- 

hone which he has or intends to have connected with its lines or exc hanges, or shall 
urnish the equivalent of that amount in poles, wire, apparatus, or labor, ‘said equiv- 
alent to be determined by the board of directors, and shall be r required to sign the 
by-laws of the company. 

Sec. 2. NumBeEer or TELEPHONES.—A member shall be entitled to have under the 

rovisions of the preceding section one telephone in each house, store, office, or other 
yuilding owned, leased or occupied by him or by the members of his immediate 
family. 


Sec. 3. ANNUAL MEETING.—The annual meetings of the members of the ——— Tele- 
phone Co. shall be held in ———, on the first Monday after the first Tuesday of each 
January at —— o’clock p. m., and the first regular annual meeting shall be held at 
that place on the —— day of ———, at —— o’clock p. m. 


Sec. 4. Special MEETINGS. —Special meetings of the members may be called by the 
president whenever he or the board of directors shall deem such action necessary; 
and such meetings must be called by him for any special purpose upon petition of one- 
fourth the number of members. 

Sec. 5. Notice.—<At least five days’ notice, in writing, shall be given each member 
of the time and place of each annual meeting, and of the time, place and purpose for 
which the meeting is called in the case of special meetings. 

Sec. 6. OrpER oF Bustness.—The order of business at any regular meeting shall 
be as follows: 

Roll call. 

Reading and adoption of the minutes of the last meeting. 
Reports of officers. 

Reports of committees. 

Election of directors. 

Miscellaneous business. 

Sec. 7. Bustvess oF Specia. Meetines.—No business shall be transacted at a 
special meeting except that for which the meeting was called. 

Sec. 8. Quorum.—At any annual or special meeting 12 members shall constitute 
a quorum. 

Sec. 9. Vore.—At any annual or special meeting each member shall have one vote 
on all questions. In case ofa tie the president shall cast the dec iding vote. A major- 
ity vote of the members present shall be necessary to carry any question. 

Sec. 10. Proxy.—No member shall be allowed to vote by proxy. 


ook owowe 


ARTICLE II.—D1reEcrors. 


Section 1.—Numser, Evection, anp TeErM.—Nine directors shall be elected by 
ballot at the first annual meeting of the members, to succeed the temporary board. 
Three directors shall be elected for three years, three for two years, and three for one 2 € 
year. At each annual meeting thereafter three directors shall be elected to serve for 
three years, or until their successors are elected. 








iS 
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Sec. 2. Vacanctes.—Vacancies on the board of directors may be filled by the re- 
maining directors until the next annual meeting of the members, when a director 
shall be elected to serve for the unexpired term. 

Sec. 3. Executive Commitree.—The executive committee of the board of direc- 
tors shall be composed of the president, secretary-treasurer, and one other director 
designated by the board. 

Sec. 4. Meetines.—The executive committee shall meet at least once a month, 
and oftener if necessary, and meetings of the entire board shall be held at the call of 
the president. 

Sec. 5. QuoruM.—Five directors shall constitute a quorum at any meeting of the 
board. 

Sec. 6. CompENsation.—The directors shall receive compensation at the rate of 
$ for each day of eight hours actively employed in the interests of the company, 
Sec. 7. Etection or Orricers.—Immediately after the annual meeting of the 
members, the board of directors shall elect a president and a vice-president from their 
own number, and a secretary-treasurer who may or may not be a member of the board. 

Sec. 8. APPOINTMENT OF MANAGER AND CoMMITTEES.—The board of directors 
shall appoint, and may dismiss for cause, a manager who may or may not be a member of 
the company, or at their discretion the secretary-treasurer may also be the manager. 
They may appoint committees on financing, construction, etc., and it shall be their 
duty once a year, at least 30 days before the annual meeting of the members, to appoint 
an auditing committee to consist of three members of the company who are not officers. 

Sec. 9. Bonp.—The board of directors shall require the secretary-treasurer and 
may require other officers and employees charged by the company with responsibility 
for the custody of its funds or property, to give bond with sufficient surety for the 
faithful performance of such duties. 

Sec. 10. SALARIES OF OFFICERS AND EMPLOYEES.—The board shall fix the salary 
of officers and the wages of all other employees of the company. No officer shall 
receive the per diem allowed the directors in addition to his salary. 

Sec. 11. Seav.—The board may devise and adopt an appropriate seal, and cause the 
same to be affixed to all documents whereto the company is a party. 

Sec. 12. Recatit.—Any director, for just cause set forth at any annual meeting or 
special meeting called for that purpose, may be removed from office by a two-thirds 
vote. Such director shall be informed in writing of the charges made against him, at 
least 10 days before the date of such meetings, and shall have an opportunity to be 
heard in person, by counsel, and by witness in regard thereto. 





ArticLe III.—Orricers. 


Section 1. Term.—Each officer, unless removed by a two-thirds vote of the board, 
shall hold office for one year or until his successor has been elected. 

Sec. 2. Duties of THE PREsSIDENT.—The president shall preside at all the meet- 
ings of the members and of the board; shall sign, execute, and deliver all legal papers 
pertaining to the business or property of the company; shall sign all notes, checks 
(certificates of stock), etc.; and shall perform such other and further duties as the 
board may direct. 

Sec. 3. Duties oF THE VicE PRESIDENT.—In the absence or disability of the 
president, the vice president shall act. 

Sec. 4. Duties oF THE SECRETARY-TREASURER.—The secretary-treasurer shall 
attend all the meetings of the members and of the directors, and shall keep, in books 
provided for that purpose, a correct record of the proceedings of each meeting. 

(He shall keep the books of the blank certificates of stock; fill out and countersign 
all certificates issued, and make the corresponding entries on the stub of each certifi- 
cate. Heshall keep a proper transfer book, and a stock ledger showing the number of 
such shares issued to and transferred by the members. ) 

He shall receive all moneys paid to the company and give his receipt therefor, and 
shall pay out the same under the direction of the board; shall keep in a suitable book 
an accurate account thereof, and make a detailed report in writing at the annual meet- 
ing of the members, and at such other times as the board may designate. He shall 
make all reports and serve all notices required by the directors or by law or by these 
by-laws. 

‘He shall be custodian of all the records and papers of the company; shall have charge 
of and affix the company’s seal to all such documents as require attestation; and shall 
countersign all notes, checks, and other papers. 
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At the expiration of his term of office he shall turn over to his successor all the prop- 
erty of the company in his hands and take his receipt therefor. 

Sec. 5. Duties or THE MANAGER.—The manager shall have charge of the opera- 
tion, inspection, and maintenance of the lines and equipment of the company, under 
the general direction of the board. 

He shall appoint and may discharge all operators and other employees necessary 
for the proper conduct of the company’s business, and such operators and employees 
may or may not be members of the company. 


ARTICLE IV.—COMMITTEES. 


Section 1. Duties or Aupitinc CommitTrEeE.—It shall be the duty of the auditing 
committee to meet at least two weeks before the annual meeting of the members. 
They shall make a thorough examination of all the records and accounts of the 
officers for the preceding year and shall make a report thereon at the annual meeting. 

Sec. 2. Duties or OrHEeR CommitreEs.—It shall be the duty of any other com- 
mittee appointed to perform such work as may be assigned to it by the board, and to 
make a report thereof at the annual meeting next following. 


(ArTICLE V.—IsSSUANCE AND TRANSFER OF STOCK.) 


(Section 1. Issuance.—All applications for stock shall be submitted, with the 
recommendations of the secretary-treasurer and manager, to the executive committee 
for its approval, before any stock shall be issued to the applicant.) 

(Sec. 2. Certiricates.—The certificates of stock of this company shall be issued in 
such form as the board of directors may designate. Such certificates shall be signed 
by the president and countersigned by the secretary-treasurer, and shall bear the seal 
of the company. They shall exhibit the holder’s name, the date of issuance, and the 
value of the share.) 

(Sec. 3. TRANSFER.—Stock of the company may be transferred with the approval of 
the board of directors when removal or discontinuance of service makes such transfer 
desirable. The surrendered. certificate shall be canceled before a new certificate 
shall be issued in lieu thereof. The receiver of the new certificate shall not already 
own stock in the company, except as hereinbefore provided, and shall be required to 
sign the by-laws.) 


ArtTIcLE (VI) V.—FINANCEs. 


Section 1. Fiscan Year.—The fiscal year of this company shall commence on 
and end on d 

Sec. 2. AssessMENTS.—Every three months. in . ; , and ———., the 
board of directors shall estimate the financial requirements of the company, and shall levy 
an assessment upon the members in proportion to the number of telephones charged to each. 

(Sec. 2. Renrat Coarces.—Each member shall pay into the treasury, for each and 
every telephone accredited to him, the sum of $———- quarterly in advance. A dis- 
count of ——— per cent shall be allowed for payment of rental charges within 10 days 
aftersame become due. Ifsuch rental is not paid within 30 days after it becomes due, 
service shall be discontinued until payment is made. ) 

Sec. 3. Sysrem or Accountina.—The accounts of this company shall be kept in 
accordance with the rules laid down by the Interstate Commerce Commission, and of 
the State commission ? having jurisdiction over the business of telephone companies. 

(Sec. 4. Use or Caprrat Funps.—The funds collected from the sale of stock of this 
company shall be used only for the building and extension of the company’s lines and 
for the installation of the stations of new members or subscribers). 

(Sec. 5. Use or Income.—The income received from rental charges, tolls, etc., 
shall be used in defraying the expenses of operation and the regular repair and 
upkeep of the lines.) 

(Sec. 6. Depreciation Reserve.—Out of the annual income of the company, 
exclusive of capital funds, — per cent shall be set aside as a depreciation reserve, 
to be used for replacing the system as it wears out.) 

Sec. 4. Power to Borrow Money.—The board of directors shall have power to borrow 
money at its discretion not exceeding the total sum of $———. Loans in excess of that 
amount must have the consent of two-thirds of the members at any annual or special meeting. 





1 See list on p. 29. 
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Articte (VI1) V7.— Ru es ror SERVICE AND cHE Use oF LINEs. 


Section 1. Hours or Service.—The operator of the switchboard shall be on duty 
from —— o’clock a. m. to —— o’clock p. m., on week days, and from —— to 
o’clock a. m. and —— to —— o’clock p. m., on Sundays and holidays. 

Sec. 2. EMerGENcy Catis.—Emergency calls made out of regular hours will be 
charged for at the rate of 25 cents per call. The operator shall receive four-fifths of the 
amount collected for such calls, in addition to any other salary or wages. 

Sec. 3. GENERAL Catis.—A general call for all members, rings, may be made 
at any time by any member having information of particular value to all. This 
privilege, however, must be used sparingly. 

Sec. 4. Use or Lines sy OutstpErs.—No member shall allow his telephone to be 
used by an outsider, other than the members of his immediate family, his employees, 
or guests of his household, without collecting a charge of not less than 10 cents for each 
such call. All such calls shall be charged against the member whose telephone is used 
and shall be paid for by him at the quarterly payment date. 

Sec. 5. Time ALLOTMENT.—No person shall be allowed the use of the line for more 
than five minutes if another party is waiting to use it. 

Sec. 6. PRECEDENCE oF CaLLs.—Ordinary conversation may be interrupted when 
the use of the line is required for the transmission of business or professional messages. 
In such cases the use a the line should be courteously requested. 

Sec. 7. Improper LANauace.—No abusive, profane, or obscene language shall be 
used over the lines of this company. 

Sec. 8. ListeninG 1x.—No person shall take down the receiver for the purpose of 
listening to a conversation which is not intended for him. If the receiver is taken 
down and the line is found to be busy, it should be immediately replaced. except in 
the case of an urgent business or professional call. 

Sec. 9. ENrorcEMENT.—It shall be the duty of each member to see that the pro- 
visions of this article are rigidly enforced, and to report any and all violations thereof 
to the manager. 








Articte (VIIL) VIJ.—PENALTIEs. 


Any member who fails to observe the rules and regulations of this company, as set 
forth in these by-laws, or who fails to pay any charges made against him in accordance 
herewith for 30 days after having received notice that such are due, shall have his 
service discontinued until he shall have assured the board of directors in writing of his 
intention to observe such rules in the future or until he shall have met his obligations 
to the company. . 


Articue (IX) VIIT.—AMENDMENT. 


These by-laws may be amended by a two-thirds vote of all the members present at 
any regular annual meeting, or at any special meeting called for that purpose, a 
quorum being present, 10 days’ notice of such proposed amendment having been 
given each member in writing. 


LIST OF COMMISSIONS HAVING JURISDICTION OVER TELEPHONE COMPANIES. 














State. Name of commission. Location. 

Alabama. ....... sia ake asc cc) ee ee ORG nica cicada co naeasdacwuceaton Montgomery. 
MS tS 8 .....| Corporation comimission....................- acesvecees| SEIS 
PIO BS. os nov cemane naltunae Mints eubideamodser deers ckcavuncen te Soesaeweena Little Rock. 
og cee ae Re a eae ee .| San Francisco. 
CID Sion scone ces .....| Public utilities commission........................ ...| Denver. 
Connecticut ......... baste EE Se ALS ie yore ta nn eee .| Hartford. 
IRS sos vaceccs ae eae ere | Tallahassee. 
WIN 5 S65 oss reese hl kee eae .| Atlanta. 
RG Scoesnasus nace .....--| Publie utilities commission Boise. 
NS i a rn Saws wea aet State public utilities commission...............- .....| Springfield. 
MR eidiccvccavsnasaseees Public service commission.....................-- ....-| Indianapolis. 
RG ig on or dknncca vee sawos Railroad commission .-| Des Moines. 
CE iit clit aes nopeniows Public utilities commission ...| Topeka. 
eee: ... Railroad commission Frankfort. 
BIN 5 oc oc cccccccccads stn dao Wiha dene sackets ...| Baton Rouge. 
Ma diivedveacs os Fas Public utilities commissi ....| Augusta. 
Maryland......... .....-.-. Public service commission... . ....| Baltimore. 
Massachusetts........... : Department of public utilitie ; Soda Boston. 
| a Se . Public utilities commission.............- vin SC cuwtetaten Lansing. 
NE ic5 ccecvcecsaceses Railroad and warehouse commission. .............-... | St Paul. 

eae Ee ee eee eer | Jackson. 
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LIST OF COMMISSIONS HAVING JURISDICTION OVER TELEPHONE COMPANIES—Contd. ) 































State. Name of commission. Location. 
NE ea ecbonls cca ou anenee PDE OOF VION IONS 6 oa iii c ohn cke bs cceeuecans Jefferson City. 
IR io coc Sun cave oh chan haa BO on ce Pam rah chen tona ss Gave psa ckees OS SER RSA Helena. 
POR axa0ss svc ciecccss State railway commission ............... et coreas Lincoln. 
I le cede ceed baci | Public service commission. . ........ Dee mctive ohh note Carson City. 
New Hampshire............. bisieestl ORE Lt ET EE ES vieekwaens ..| Concord. 
ree Public utilities commissiou.......................-.+-- Trenton. 
New Mexico... .........-.0 State corporation Commission ..................--.-..- Santa Fe. 
DU NE since snssincesx ces PU OO VIO CIO 5 55 oo sik isis ieee eendae oes .| Albany. 
North Carolina.............. CorsOPatiom OOENUNGOR on. on snc ccc cous ccwbnnse aos i Raleigh. 
North Dakotla...........-..- Board ofrailway commissioners.....................-. Bismarck. 
RMN Se Neiwecwccesswceened Public utilities commission......................------ Columbus. 
OS rere re Sr rrr ere ree Oklahoma City. 
MN ns i. ve ahecnameem | PsA Or VED WONTON ooo. eet en cngess Salem. 
UNION VOID ooo os cee cnn ower Rr eee dgotedkaeeeee 30 aus <ssmss asta deat | Harrisburg. 
Rhode Island............... Public utilities commission............................ Providence. 
South Carolina.............5. | Railroad commission | Columbia. 
A ere ees eee i RLS ae eRe Ss Mee | Pierre. 
MND) Slo =. coc cc tcacksvinnves MO cn coven ce ‘ Nashville. 
SEM WEt Naps as.osn- sce ekee Public utilities commission... ................0.0..200- Salt Lake City. 
ND x55 iveaan padabses Public service Commission.......................-+--- Battleboro. 
NE S505 5.0's< S0ckust Sones State corporation commission... ...............-..-.--- Richmond. 
Washington......... oc avn na) EASING ON IPORIIEDS WRUNEB os ccessccecscscoanceee .| Olympia. 
WEORE VIIA. oo okies scsees Public service commission... Charlestown. 
Wisconsin..... Madison. 
Wyoming........... Le é ...-...| Cheyenne. 
United States....... fs | Interstate Commerce Commission. ....... . ..-++--.--.| Washington, D. C. 
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